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SELECT COMMITTEE ON UNITED STATES 
Suippinc Boarp OPERATIONS, 
Hovsr or REPRESENTATIVES, 
Washington, D. C., Monday, December 13, 1920. 

The committee met in the caucus room, House Office Building, at 
10 o’clock a. m., on call of the chairman, Hon. Joseph Walsh, (Chair- 
man) presiding. 

ae present: Representatives Kelley, Hadley, Foster, and Con- 
nally. 


TESTIMONY OF MR. WILLIAM DENMAN, FORMER CHAIR- 
MAN UNITED STATES SHIPPING BOARD AND PRESIDENT 
OF THE EMERGENCY FLEET CORPORATION; RESIDENCE, 
SAN FRANCISCO, CALIF.—Resumed. 


The Cuarrman. Mr. Denman, when were you appointed to the 
Shipping Board ? = 

Mr. Denman. My appointment was made in the month of Novem- 
ber, 1916. It was confirmed in January, 1917, and the board was 
organized on the 30th day of January, 1917. I had previously been 
one of the active participants in the framing of the legislation, begin- 
ning back in the latter portion of 1915. 

The Cuarrman. When was the Emergency Fleet Corporation or- 
ganized first, if you remember ? 

Mr. Denman, The resolution of the board authorizing the organi- 
zation under the act was passed on the 14th of April, 1917; and the 
corporation was organized between then and the 18th of April. 

The CHarrman. And were you the first chairman of the Emer- 
gency Fleet Corporation ? 

Mr. Denman. I was the first chairman of the Shipping Board. 
About that I would like to make a statement: In the original group 
of appointees was Mr. Bernard N. Baker, an able and experienced 
shipping man, who had sought to organize such a board in the origi- 
nal bill as a mere adjunct to two members of the Cabinet. I was one 
of a group that wanted to make it a pure commission, or a purely 
Cabinet administration. We disagreed in the course of the prelim- 
inary discussions, and Mr. Baker resigned. I was requested by the 
President, or rather the board was requested by the President, to 
make me chairman. I was tendered the election on the 30th of Jan- 
uary but declined to accept the chairmanship till March 20, 1917, 
hoping that the vacancy would be filled by some shipping man on 
the Atlantic coast who knew the personnel and conditions prevailing 
in Atlantic carriage. 

The Cuarrman. Will you just give us the personnel of the board 
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Mr. Denman. Mr. Theodore Brent, Mr. J. B. White, Mr. Donald, 
and myself; Mr. Baker having previously resigned. I did not accept 
the chairmanship of the board until nearly seven weeks later, after 
the 2 ena of Mr. Stevens, who had had no shipping experience, 
and who came to the board from New Hampshire, I believe, and did 
not look to taking a prominent part in shipping activities. From 
March 20 until July 24 I was chairman of the Shipping Board. Some- 
time around the 17th or 18th of April I was elected president of the | 
coh eed Fleet Corporation, and held that position until the 24th of 


1 

The CuarrMan. Now, did you have the appointment of the various 
officials of the board ? 

Mr. Denman. No; I had no powers as president of the corporation 
of appointment. Iam speaking now of the Emergency Fleet Corpora- 
tion. By a provision of the by-laws that was entirely in the hands 
of the general manager, Gen. Goethals. 

The Cramman. When was he appointed ? 

Mr. Denman. He was appointed at the time of the organization 
of the corporation or just before. 

The Cuarrman. Was that prior to your being made president of it? 

Mr. Denman. At the same time. 

The Cuarrman. Who appointed the officials of the Shipping Board, 
such. as the treasurer and secretary and auditor and comptroller ? 

Mr. Denman. That was done by the board as a body. 

The Cuarrman.-And how were those men selected; how did their 
names come before the board ? 

Mr. Denman. They were suggested by various members of the 
board, and quite a number of them very largely through Mr. Stevens. 
Mr. Stevens was our political member, and a very large portion of the 
patronage was suggested by him. 

The Cuarrman. What do you mean by the statement that Mr. 
Stevens was the “political member” of the board? 

Mr. Denman. Well, I think there was the feeling that the chair- 
man was markedly lacking in political instinct, and Mr. Stevens, who 
was a charming and very able man, was hoped to supply the deficiency 
of the chairman. 

The Cuarrman. Well, was that by general consent of the board ? 

Mr. Denman. I think it was the hope, both inside and outside of 
the board. 

The Cuarrman. Do you know who appointed the treasurer of the 
board at that time ? 

Mr. Denman. Oh, it was by board action, Mr. Chairman. 

The Cuarrman. Were minutes made of those various appoint- — 
ments ? 

The CuarrMan. So the board records would show that? 

Mr. Denman. I think the board records would show. I have not 
in mind the appointment of the treasurer. There was an auditor of 
the Shipping Board and the treasurer of the Emergency Fleet Cor- 
poration. The secretary of the board was not a permanent secre- 
tary, was not elected until very shortly before I resigned. We had 
had a series of temporary secretaries, and I was hoping to get a 
driving business executive secretary, and would have succeeded in 
placing one there had it not been for the atmosphere of controversy 
with which the journalists surrounded us, in the press, which made 


SHIPPING BOARD OPERATIONS, 8173 


men hesitate to come. But I hoped I had cleared the atmosphere, 
and was going to bring in a sizeable man to take that position. 

The Cuarrman. Did you suggest Mr. Lester Sisler for secretary of 
the board ? 

Mr. Denman. No, sir; I did not. I did not know Mr. Sisler, and 
it was moved that he be elected permanent secretary when he first 
came, but this was not done. He was appointed temporary secre- 
tary, to try him out. 

The Cuarrman. Do you recall meeting him in the corridor of some 
government building and offering him the position of secretary of 
the board ? 

Mr. Denman. I do not. 

The Cuarrman. Had you made any inquiry of the Interstate Com- 
merce Commission as to his capability ? 

Mr. Denman. No. 

The Cuarrman. And you had not known him ? 

Mr. Denman. | had not known him. 

The Crainman. And you did not suggest him either for temporary 
or permanent secretary of the board. 

Mr. Denman. I think when he was mentioned for permanent 
secretary I proposed him for temporary secretary. 

The Caarrman. Do you recall Nese acted upon the application, 
or of taking action upon the suggestion of the name of Mr. R. Wilmer 
Bolling for any position in the board or in the Fleet Corporation 
while you were there ? 

Mr. Deman. There is a minute of the suggestion made to create 
a place for Mr. Bolling, on the 7th of June. 

he CHarrMAN. 1917? 

Mr, Denman. 1917; yes, sir. Mr. Stevens proposed Mr. Bolling’s 
name for some position, as I recall it, unnamed, and the minutes said 
“discussion was had, but no action taken.” 

The CuAinman. You do not know whether that suggestion was 
made by Mr. Stevens as the result of an application having been re- 
ceived or whether it was initiated by Mr. Stevens’s suggestion ? 

Mr. Denman. I do not recall whether there was a formal applica- 
tion. I remember the discussion which took place, not only at the 
meeting of the board but in the rooms of the board—that is, in the 
chambers of the commission. I was very much opposed to employ- 
ing Mr. Bolling, not that I had anything against him; I suppose it 
was nonpolitical on my part, but I felt there would be grave danger 
to the President to have a man in our employ who was connected 
with the President’s family, as he would be the object of entice- 
ments of designing persons who might want to get him in an em- 
barrassing position and which might bring discomfort on all of us. 

The Cuarrman. Did it occur to you that he might be made the 
subject of a trap or tricks ¢ 

Mr. Denman. Yes. I had no specific thing in mind in the way of 
a particular trap, but I simply feared that having a member of the 
family of the President on the board might bring us embarrassment. 
The conversation or conversations covered quite a period of time 
then. 

The Cuairnman. Mr. Denman, did your board take action with 
reference to requisitioning commandeered vessels 4 
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Mr. Denman. That was under discussion at the time we resigned. 
In order to get a clear picture of that, you must remember that while 
your legislation giving the power to commandeer was passed June 
15, 1917, the President, to whom the power was delegated by the 
Congress, did not allocate the powers of the congressional act to us 
until the 10th or 11th of July. So that my administration, so far 
as war-created powers were concerned, had but 18 days of activity. 
Now, of course, we had been planning and expecting to get the powers, 
and the method of commandeering was under discussion and the last 
week’s minutes, particularly the minutes of special sessions that we 
held, which were taken down in full and typewritten, show the pen- 
dency of discussion as to the methods of commandeering. 

Gen. Goethals had been so completely engaged in letting contracts 
for ships, and a very large fleet was contracted for by Gen. Goethals 
in that time; I say, he had been so completely occupied in that that 
he had not procured the preexisting contracts for ships that were 
under construction on our stocks when we got the commandeering 
power. We requested those and they were being gotten together for 
us so that we could formulate finally our method of commandeering. 
Almost the last minute in the board before our resignation had refer- 
ence to procuring a complete list and outline of existing contracts for 
ships. I want later to pay a tribute to Gen. Goethals’s real accom- 
plishment there; it was a very remarkable achievement. Unfortu- 
nately it has not been mentioned in the publicity given out by our 
successors. All of Gen. Goethals’s contracts were merged in a group of 
contracts claimed by the next administration. This is in their publi- 
cation late in 1918 of a statement called ‘‘Shipping facts.” Only 
by digging in the elaborate annual reports could Gen. Goethals’s 
achievements be worked out into a statement. 

The press relied on the summary of Shipping facts, which at pages 
12 and 13 omit the contracts reported in Gen. Goethals’s administra- 
tion and lumped them in the report of March 30, 1918, under the head- 
ing of Organization of present Shipping Board. I think at some 
time during the course of this session I should be permitted to fully 
show what he accomplished. 

The Cuairman. Those contracts that were awarded all had to be 
later ratified by legislation, did they not? 

Mr. Denman. I think not. We began letting contracts and 
signing them before we had authority, but they were later adopted. 
They were made by Gen. Goethals and his staff, but as president 
of the corporation I signed the contracts when they came over with 
Gen. Goethals’s O. K. on them. The only participancy I had in 
connection with the making of contracts was in the laying down of 
general policies, particularly with regard to the scheme of fabrication 
of ships, such as was worked out at Hog Island; the scheme and the 
project of assemblage of plant for the manufacture of Diesel engine 
vessels; and the question of the size of appropriations to cover the 
entire scheme. In this connection I desire to file before the board a 
statement which is the purpose of my wishing to appear before you. 

The Cuarrman. No; we will take your testimony. I do not think 
we care to have statements put in in writing. I understood that you 
brought to the attention of the committee the purpose of desiring to 
be heard, at New York, recently, when you were asked about the 
matter. Is this statement which you ask leave to submit along that 
line? 
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Mr. Denman. It is a condensed statement of the Diesel motor ship 
roject. 

The Cuatrman. And that is what we desire to inquire about as we 
go along. 

Mr. Denman. I desire to have it considered as offered as it has 
been released to the press. 

The Crarrman. We prefer to have you testify. You have said 
that you had only about 13 days after the requisitioning and com- 
mandeering powers were transferred by the President to the board. 
During that period of 13 days was anything done that you know of 
to set up an accounting department of the board or the Fleet Corpo- 
ration in order to take care of this particular activity ? 

Mr. Denman. That brings up the whole question of division of 
board operations. My plan for the division of board operations —— 

The CuairmAN (interposing), Well, I did not know but what you 
could say that there was some effort made to do that or that there 
was not. ‘ 

Mr. Denman. I am going to outline what we wanted to do and 
how we shaped it and what happened. 

The Crarrman. Is this what was done that you are going to tell 
us about? 

Mr. Denman. I am going to tell you what was done. 

The Cuairman. All right. 

Mr. Denman. And I am going to tell you what was not done. 
I am going to tell you what was recommended and was not adopted. 
When I proposed to the President the method of division of the 
powers conferred on him by the Congress in the act of June 15, 1917, 
the Executive orders that I outlined and suggested made a com- 
plete division between the operation of ships as commercial agents 
and the construction of ships; and the Executive order that was sent 
to us by the President, following the outline that I had submitted 
to him, divided the functions of the Shipping Board into two, (1) the 
construction of ships, and (2) the operation of ships. The manufac- 
ture or construction of ships was to be in the Emergency Fleet Cor- 
poration 

The CHarrMan (interposing). Pardon me, but was that possibly in 
contemplation when the title ‘‘Emergency Fleet Corporation” was 
adopted ? 

r. Denman. I put the word ‘‘emergency” into that title to indi- 
cate the emergency character of oil-fuel steam engines and wooden 
hulls. One of them was obsolete; that is, wooden hulls were obso- 
lete as a commercial type when we adopted them. The oil-burning 
steam engine had its obsolescence already forecast by the leading 
shipping men of the world, including Admiral Lord Fisher. The 
purpose of the Emergency Fleet Corporation was to build ships. At 
that time there were no powers delegated to us to enter into general 
shipping operations or to control maritime tonnage. Now, to come 
back to this Executive order, Mr. Chairman, because the separate 
devolution of power was expressed in the order—the construction of 
ships was to be in the Emergency Fleet Corporation, and the opera- 
tion of ships was to be in any one of the three following agencies: 
(1) The Shipping Board, (2) the Emergency Fleet Corporation, or 
(3) in any other corporation to be formed by us. 

5 a CHAIRMAN. By the word ‘‘us” you mean to be formed by the 
oard ? 
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Mr. Denman. Yes. The purpose of mentioning the Emergency 
Fleet as one of the places where the operating power might be exer- 
cised was this: We wanted a separate corporation for operations, 
but there is a certain portion of operation, in taking the hulls from 
the point where they are constructed to the place where the engines. 
are installed, in which cargoes are often carried in the hulls, so that. 
there might be a minute portion of operation in the constructing end. 
But our plan, and the plan I outlined to Mr. Hurley, was to confine 
the Emergency Fleet Corporation to the building of ships and to a 
new corporation the operation of ships. My reason for wanting a 
corporation for the operation of ships was that we could create a 
corporation that, as I believed, was of a private as distinguished from 
a governmental character. In handling business on the seas you 
have got to have the kind of direct executive efficiency that I have 
found can not be gotten by governmental action. If my plan had 
been carried out we would have had two corporations, (1) the Emer- 
gency Fleet Corporation for the manufactute of these emergency 
ships and (2) some other corporation for the business operation of 
ships and transportation. 

ow, when I sat down with Mr. Hurley—after I resigned—the 
' first thing I did was to give him, or to outline to him, a project for 
dividing the two functions of the board, and pointed out to him that 
the Executive order contemplated a division of the functions, and 
I thought I had a complete understanding with him as to the ad- 
visability of following that course. Unfortunately, it was not done. 
The operating funds and the shipbuilding funds were commingled, 
and great and extraordinary accounting difficulties arose, so much so. 
that when Mr. Rosseter came on here, instead of having his energies. 
free for a real constructive program of operations he was very largely 
occupied in untangling the shipping accounts. 

The Caarrman. That is something, of course, that you have no 
direct knowledge of? 

Mr. Denman. No; except the knowledge of the shipping world. 
Every man who has any contact with a shipping company knows. 
that the auditing of shipping accounts, for a long time after I left the 
Shipping Board, was almost nonexistent. I am speaking now of the 
operating accounts. 

The Cuarrman. What experience had you had in shipping, either in 
building or in operating or supervising, prior to your appointment on 
the board ? 

Mr. Denman. Oh, I have been connected with maritime matters 
since 1898. The first case I had took me down the Pacific coast to 
Central America to get the property of Madame Barrios, the property 
of the widow of the murdered president. In the course of the pro- 
ceedings with President Cabrero, I received considerable assistance 
from the Pacific Mail Steamship Route, which was influential in 
Guatemala at that time. 

The CuarrMan. You were counsel for her ? : 

Mr. Denman. Yes, sir. While I was counsel for her I established 
friendships with the leaders of the Pacific Mail Steamship Co., Mr. 
Schwerin, Mr. Fry, and others, and | have been at some times attorney 
for the Pacific Mail and at many other times against them, and through 
them I have had familiarity with many shipping matters. I have 
supervised contracts for the building of ships. I was attorney for one 
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of the shipbuilding yards on the coast there that originally built wooden 
ships but that had ceased to build them before the war and built none 
during the war. It had become a steelyard. I came in contact with 
the oil situation as Assistant Attorney General of the United States 
in control of oil litigation at its beginning, and there made a study 
of oil conditions. was attorney for Fred. Olsen’s fleet of Diesel 
motor ships, which for a long time before I went on the Shipping 
Board had been operating those ships between Scandinavia and the 
United States. I have operated ships myself; in fact, I have sailed 
two wooden Huff ships during the last two years over 120,000 miles 
on the Pacific, and have carried’ over 200,000,000 feet of lumber. I 
know something about the wooden ship and its obsolescence and its 
small remaining usefulness. 

The Cuatrman. Who fixed the function of division of the various 
contracts you signed and which had the approval of the board ? 

Mr. Denman. Gen. Goethals and his staff. He had one able ne- 
gotiator; several in fact, but one I came in contact with, by the name of 
Mr. Fuller ot New York 

The CHArRMAN (interposing). What were his initials; do you re- 
member ? 

Mr. Denman. I have forgotten his initials. 

The Cuarrman. Is he of the George A. Fuller Construction Co. ? 

Mr. Denman. No; of an entirely different group. The Fuller I 
have in mind was a banker but an extremely sharp business man. 
I judge so from the wails that came in from contractors about him, 
and from the fact that he always closed his bargain, got what he 
went after, which meant a great deal. Gen. Goethals in about 40 
days’ time contracted for 525 vessels, and had the Hog Island project 
fairly well worked out. You will recall that the press and the public 
have stated ever since we left the Board that Gen. Goethals resigned 
and that I resigned because of a conflict over wooden ships. That 
is absolutely false. There was no dispute between Gen. Goethals 
and myself over the general wooden ship project, and the general 
disagreements between us, which were slight, came up in the month 
of May, and were all solved by the month of June; and the last 
thing he did on the Board was to declare his allegiance to the wooden 
ship project and his desire to build all that he could. And he depre- 
cated these statements in the press, and said he had been repeatedly 
misrepresented by the journalists. 

The Cuarrman. That was when he resigned. Neither you nor 
Gen. Goethals made any statement while you were on the Board to - 
the effect that there was no controversy between you about wooden 
ships, did you? 

Mr. Denman. Yes, sir; I made a good many. 

The CHatrman. To the press ? 

Mr. Denman. Yes, sir. 

The Cuatrman. Official statements ? 

Mr. Denman. Yes, sir; official statements. The fact was that 
nobody would believe it. It was one of the most extraordinary 
things imaginable, the fact that nobody seemed willing to believe 
that statement. I asked Gen. Goethals, at this last meeting—and 
we had no idea we were going to resign then 

The CHarrMaN (interposing). What was that statement ? 
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Mr. Denman. We had no idea we were going to resign then, neither 
of us. I asked Gen. Goethals would he put out a statement, which 
he did, and I have it here. 

The CuarrmMan. Just before you allude to that, I do not quite 
understand what you mean. You say that you had no idea that 
you were going to resign at that last meeting ? 

Mr. Denman. Yes, sir; that was my statement. 

The Cuarrman. Do you mean to say that when this meeting was 
held you had no idea it would be your last meeting? 

Mr. Denman. I had not the faintest idea in the world that it was. 

The CuarrMan. This meeting was held while this alleged wooden 
ship controversy was raging, was it not? 

Mr. Denman. Yes; but the real controversy was over Hog Island. 
I will read you the record of a statement on wooden ships signed by 
Gen. Goethals and published in The Sunset Magazine—but he did 
not write the first paragraph; it is not his style: 

On the building of ships to carry the sinews of war may rest the hope of democracy. 
Activities on the Pacific coast have not been confined to a particular class of vessels. 
They are constructing ships of both steel and wood; large steel cargo ships, wooden 
ships complete, and wooden hulls, for which the machinery will be furnished by the 
Emergnecy Fleet Corporation. The ready response of the Pacific coast to the country’s 
emergency has been very impressive. The people of that section have seemed to be 
fully alive to the situation since the Government undertook this shipbuilding program. 
Notwithstanding the contracts which have been awarded, many additional ships 
must be constructed, and I confidently expect that the Pacific coast will do its full 


share. We must have all the ships it is possible to secure, both wood and steel, on 
contracts satisfactory to the interest of the Government and fair to the contractor. 


GrorGE W. GOETHALS. 


Now, his other statement at this last meeting, on wooden ships, is 
as follows 

The CrarrMAn (interposing). What is the date? 

Mr. Denman. This is on July 18 and 19, 1917. It is from the 
minutes of a special meeting of the United States Shipping Board, 
pages 276-277: 

As an emergency measure wooden construction assisted in the program for tonnage, 
so that the idea that I always had was to go to the production of both steel and wooden 
ships. I know that I have been misquoted as saying I was against wooden tonnage, 
but there is no basis for that, and my actions so far in the making of contracts have 
fully demonstrated this. 


The conference continued to the next day, when he added: 


As I said on yesterday, I have not been opposed to the wooden ships as I have been 
reported. I never made that statement. I advocated the use of steel and wood, 
going to as much of both as we could get. That has been my position all along. 


Then I said: . 


Tue COnarrMAN. I know the impression created in the minds of men who went out 
was that you did not want to build them? 

Gen. Gorrats. I am sorry that impression was created. I do not know how 
it got out. 

The CuatrMan. I think from your speech in New York. 

Gen. Gorrnats. Unfortunately the speech was not correctly quoted or was mis- 


quoted. 

Following that he put out the statement I have just read, which 
appeared in the Sunset Magazine, after we had resigned. 

Mr. Connatty. You put into the record a moment ago that Gen. 
Goethals did not write the first paragraph of that statement. Did 
you Mean it! 
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Mr. Denman. I say it was not his style, but he adopted it. 

Mr. Connatiy. Didn’t you say he did not write it, and that it 
was not his style? 

Mr. Denman It was not his style. 

Mr. Connatty. I think you ought to change your statement in 
the record, because I understood you to say that he did not write it 
and added because it was not his style. I think it would be a little 
unfair to put into the record a statement as coming from a man and 
then say it was not his style. 

Mr. Denman. Well, the composition was not his style. It was a 
florid appeal and contrary to and unlike his nature, which is to get a 
thing done without any unnecessary verbiage. I was attempting to 
free Gen. Goethals from the charge of journalistic construction, 
which I think has been one of the features that some of the war in- 
strumentalities suffered from. 

Mr. Connaty. It occurred to me that you quoted it with approval 
as to a part of the statement and then said a part was not his. 

Mr. Denman. Well, I refer to the part as to wooden ships. 

Mr. Connatty. I do not think it fair to take the part of a state- 
ment that is favorable and then deny the rest. 

Mr. Denman. I do not want to be unfair to Gen. Goethals. The 
public has treated him unfairly enough in connection with this matter, 
and I shall not add to it. His accomplishments were great, but 
they were not in the nature of journalistic shipbuilding; they were in 
the nature of actual production of ships. 

*The Cuarrman. You say that in 40 days Gen. Goethals let large 
numbers of contracts for both wood and steel ships ? 

Mr. Denman. Yes. 

The Cuarrman. Do you know how large a portion of those contracts 
was completed within the time fixed in the contracts ? 

Mr. Denman. I cannot tell you as to that, but I should be able to 
get it for you if you would like to have it. But I desire to say this, 
that both in regard to the Hog Island scheme and the wooden and 
steel tonnage, Gen. Goethals did not have the carrying out of his 
plan, either for wooden ships or his plan for Hog Island, and if there 
were deficiencies in the ultimate output they can notbe attributable 
to him—except insofar as the original scheme may have been the 
cause of it. 

The Cuarrman. Do you recall whether or not you had some con- 
troversy with Gen. Goethals or anybody else with reference to a con- 
tract to be awarded to the Downey Shipbuilding Corporation ? 

Mr. Denman. No; there was no conflict over the awarding of the 
Downey contract. 

The CHarrman. Well, over its terms ? 

Mr. Denman. The Downey contract was but one of a group of 
contracts in which the tentative basic price for steel plate was placed 
at four and one-quarter cents. I had made some investigation of the 
price of steel plate, through experts, whose communications were 
confidential because the steel manufacturers as a whole were seeking 
a very much higher price than I thought they should have, and a much 
higher price that they ultimately received—and from an examina- 
tion of these sheets furnished by these experts I concluded that the 
ae er price for steel plates was somewhere between two and one- 
1alf cents and three cents for American construction in the Govern- 
ment programs for the Army and the Navy and the Shipping Board. 
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Gen. Goethals had had a conference with Mr. Farrell, of the Steel 
Corporation, early in May or late in April, and as the result of that 
conference the price of steel plate was tentatively fixed at 4} cents. 
I acquiesced in that price at that time. This information I obtained 
from those experts came after I accepted Gen. Goethals’s tentative 
price of 44 cents. I later thought we both were going too high, and 
decided that I would urge a lower price. I understood that he and 
I were in accord on the lower price. Later we had a meeting with 
the shipbuilders, not the steel manufacturers but the shipbuilders, 
in the first week in June, and the question was put to him as to the 
basic price forsteel plate, and he said it would be 44 cents. Shortly 
afterwards several contracts, including the Downey contract, were 

resented with the price of 4} cents, the tentative price, in them. 

ow, as to this Downey contract, I requested that the price be 
changed to 2} cents, which the general did immediately. So the 
Downey contract was signed with the amount changed from 44 
cents to 24 cents. But this was not the Downey contract about 
which the dispute arose as to Mr. Bolling’s participancy in it; that 
was a contract of the following spring for the construction of tugs. 
I have never heard of any controversy over the first Downey con- 
tract that involved the Downeys. Now, the basic price for steel 
plate was something that did not concern the Downeys or the par- 
ties to the contract, because it was provided in the contract that if 
the steel plate cost. more we absorbed the increased cost, and_ if 
it cost less we got the benefit thereof. The point that I made with 
Gen. Goethals was that 41 cents appearing as the tentative basis 
was a very bad bargaining point for us when we sat down with the 
steel manufacturers. 

oe Gary later offered me all the plate we needed at 3 cents a 

ound. 
: The Cuarrman. Does that appear to be a photostat of your signa- 
ture, Mr. Denman [showing to Mer. Denman the photostat of some 


paper] ? 

Mir. Denman. Yes, sir; that is mine. 

The Cuarrman. You do not know why the date of this contract 
was changed from the 3d of June to the 3d of July, do you, unless 
it was a fy Deere ios error—it was the first Downey contract. 

Mr. Denman. I can not recall, Mr. Chairman. : 

The Carman. Did you, while you were chairman of the board, 
make any contracts for Diesel engines ? 

Mr. Drnman. The Diesel project I brought to the board as my 
contribution to the commercial future of the American merchant 
marine. The Diesel motor ship has been used on the seas from 
1904, very largely in the Baltic and Black Sea trades, and—— 

The CHarMAN (interposing). Perhaps you can answer this ques- 
tion: Did you make any contracts for the Diesel engine while you 
were chairman of the board; and then we will ask you with refer- 
ence to the matter over there ? 

Mr. Denman. I procured a plant, the license for the Burmeister 
and Wain Diesel, the standard Diesels of the world then, and which 
since have been adopted by Lord Pirrie and others for use in Diesel 
manufacturing plants in Great Britain 

The CuarrMAN (interposing). Can’t you tell us whether you made 
any contracts for Diesel engine ships ? 
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Mr. Denman. Oh, yes. Wedid not get further than the presenta- 
mee - the contract for our signature; it was not signed by the 

oard. 

The Cuarrman. Will you give us the reason why the contract 
was not signed ? 

Mr. Denman. Because were were debating as to whether or not 
we would accept the contract or would commandeer the plant and 
run the plant as a national project. That was to be settled on 
July 24, the date that we both resigned. 

The Caarrman. Before I ask you with reference to this Diesel 
Peers ee when first did you know that you were to resign ? 

Mr. Denman. On the 24th of July, 1917. 

The Cuairman. And who asked you to resign ? 

Mr. Denman. It was contained in a communication from Mr. Wilson. 

The CuatrMan. President Wilson ? 

Mr. Denman. Yes. 

The CuatrmMan. While you were on the board did your board have 
charge of reconditioning some of the former German ships ? 

Mr. Denman. Quite a number. 

The Cuarrman. And had any of them been transferred to the 
Navy prior to your resignation ? 

Mr. Denman. Yes; a great many were transferred to the Navy 
as soon as formal seizure was made. That is, those ships that were 
cargo carrying ships; that type we kept—and some were of the pas- 
senger carrying type—and I think in the month of May some of the 
latter went over and some in the month of June. You will remember 
that the German ships were injured as to their engines by their engi- 
neers; and the Austrian ships also, but not so badly. 

The CuarrMan. Were there any ships upon which the Shipping 
Board was at work reconditioning which were transferred to the 
Navy Department or the War Department while you were the chair- 
man of the board ? 

Mr. Denman. I think the work of reconditioning of some of these 
passenger ships had started. Whether we began the organization 
for the reconditioning of those ships—and I can no doubt give you 
the date here [looking among his papers]—no; I have not the date, 
but it was just after we declared war, in the month of April, 1917, 
that we appointed a committee in New York for the purpose of under- ~ 
taking the repair of these vessels and their operation—and we had 
nearly all the repair facilities on the Atlantic coast tied up and en- 
gaged in their reconditioning by the Ist of May or thereabouts, long 
before the actual allocation was made to the Shipping Board. You 
will remember that in those days we were doing things regardless of 
authority. When I got above $100,000,000 in contracts that I had 
illegally signed I felt safe; and Mr. Hoover, just after that, got up to 
over $50,000,000, and both of us congratulated ourselves that we 
were beyond the point of suit, as neither of us could meet judgment. 

The Cuarrman. Now, then, returning to the matter of the Diesel 
engine: Were there any plants in the United States manufacturing 
Diesel engines ? 
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Mr. Denman. The following plants were manufacturing Diesel 

engines: 

. Nordberg Manufacturing Co., Milwaukee, Wis. 

. McIntosh & Seymour, Auburn, N. Y. 
Skordie-Pacific Oil Engine Co., San Francisco, Calif. 
Dow Pump & Diesel Works, Alameda, Calif. 

. Worthington & Holly Works, Buffalo, N. Y. 

. Fulton Iron Works, St. Louis, Mo. 

. James Craig Diesel Works, Jersey City, N. J. 

. Midwest Engine Works, Indianapolis, Ind. 

10. Winton Engine Works, Cleveland, Ohio. 

11. New London Ship & Engine Co., Groton, Conn, 

12. Burch Sulzer Diesel Works, St. Louis, Mo. 

The last two were manufacturing for the Navy. You will recall 
that the Navy made very large use of Diesels before anybody else 
did in this country. 

Now, these companies were manufacturing land Diesels, and some 
small marine Diesels, but the standard Diesel license at that time 
was not being utilized in the United States. All of these factories 
could have manufactured standard Diesels of the type used in the 
Danish East Asiatic fleet for many yeras before I went on the Ship- 
ping Board. 

The CuarrmMan. Had the manufacture of Diesel engines at the time 
you were chairman of the Shipping Board progressed beyond the ex- 
perimental stage ? 

Mr. Denman. I hand you, sir, a photograph of 21 ocean-going 
Diesel ships, then sailing the seas, and of tonnage running from 6,500 
tons dead weight to 10,000 tons deadweight. This is a single fleet, 
the output of a single yard. Nearly all these ships were operated by 
the Danish East Asiatic Co., which sailed from Copenhagan through 
the Mediterranean to the East Indies, up the China coast, across to 
San Francisco, and around through Magellan, and then to Europe. 
Many of these vessels were for over a year at sea and no engine 
troubles developed that at any time interfered with their operation. 
They consumed about one-third the amount of fuel that our oil- 
burning turbine engines consume; and because they have no boilers 
and no condensers, and because they only have to carry one-third of 
the amount of fuel, which is carried in their ballast tank, they have an 
increase of 12 per cent in cargo capacity over the ordinary commercial 
types of tramp steam vessels. It was this demonstration, these years 
of use of these vessels, that had satisfied every man who knew the 
world game of shipping that these were the only type to be used by a 
nation haying a fuel oil supply, long voyage commerce, and bulk car- 
goes to be carried. : 

The Cuarrman. How many contracts had you made and that you 
had not signed; or, for how many ships, as nearly as ‘you can recall. 

Mr. Denman. My recollection is that I had signed for as many as 
over 400 ships, and that on my desk were, awaiting my signature when 
I resigned, or when I received the suggestion of my retirement, 
some 70 or 80 ships more. These figures are approximate. 

The Cuarrman. All of those to be with Diesel engines ? 

Mr. DenMAN. Oh no; I am referring now to all ships. I thought 
you meant contracts generally for ships. 

The Cuarrman. No; I asked you how many contracts you had 
signed for Diesel engines; or, how many ships had you negotiated con- 
tracts for that were to be equipped with Diesel engines. 
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Mr. Denman. The project which we had was primarily for the 
manufacture of engines; to get estabilshed in this country —— 

The CHarrMAN (interposing). For how many? 

Mr. Denman. They were to turn out in the Cramps organization 24 
Diesel motor ships of 9,600 tons deadweight capacity, with a gain of 
12 per cent over the other types. That is to say, they would have 
been 12 per cent over the 9,600 deadweight capacity, and of 11.6 knots 
speed on trial trip. Now, this limitation of 24 ships was a limitation 
of the yard’s capacity, of theCramps yard, and contemplated two years’ 
construction. The engines and the engine plant could be tremen- 
dously expanded, from the license used in other Diesel engine plants, 
which I Have described here, and a vast fleet of them could have been 
prepared for. 

The Diesel engine consists of some four to six units arranged along 
a shaft in very much the same way as the cylinders are arranged in 
an automobile. The consumption of oil, however, or rather the 
burning of oil, is entirely different from that in the case of the auto- 
mobile, as it is not by explosion in the cylinders of gas as in the case 
of the automobile but consumption or burning of oil in the cylinders 
of the Diesel engine. These six units would be smaller in size and 
have smaller parts, but of similar power to steam reciprocating 
engines, and the multiplication of parts by the process we Americans 
are familiar with would have enabled us to turn out very large num- 
bers of Diesels, probably as rapidly as we did our steam engines. 

The Cuarrman. If I understand your testimony correctly it is 
that while these various firms you i. enumerated were making 
Diesel land engines and small Diesel marine engines, none of them 
had manufactured Diesel engines of sufficfent size and power to be 
installed in these ocean-going steamers, not until the time that you 
had laid out this program. 

Mr. Denman. They had built many engines of size and power, but 
they were not marine engines. In other words, they were equipped 
to build marine engines provided licenses and drawings were furnished 
to them. 

The CuairMAn. Was there a single steamship company operating, 
a United States corporation, an American steamship company, that 
had any ship constructed in which had been placed the Diesel engine, 
at the time you were chairman of the board ? 

Mr. Denman. The United Fruit Co. I believe had a Diesel 
engine ship, but you will remember that our American merchant 
marine was not particularly prosperous up to the war, and that 
during the earlier years of the European war thére was very little 
stimulation of it. 

The Cuarrman. Do you mean prior to the war in 1914? 

Mr. Denman. Yes, sir. 

‘The Caairman. But were there lines operating ships in which 
were Diesel engines that visited American ports? 

Mr. Denman. Yes; the Danish East Asiatic Co., the Swedish East 
Asiatic Co., Fred. Olsen’s line, and others. The first Diesel to 
come into the port of San Francisco was the Siam, a 10-000- 
tonner, which arrived there in the year 1913. I remember that the 
entire water-front group, the shipping group, went down and visited 
her. There had been a number built before her. She made a voyage 


3184 SHIPPING BOARD OPERATIONS. 


around the world, and I think one or two voyages, with this consump- 
tion of oil IT have described. : 

Among the ships coming in, of the fleet that I represented, Olsen 
Fleet, there was a 9,600-ton Diesel engine ship, the George Washing- 
ton, which I, as his broker or agent, chartered to the Navy in the 
fall of 1916. She carried coals from the Delaware Capes to the San 
Francisco Bay, and made the voyage with her usual economy and 
efficiency. The George Washington. was one of the later built vessels, 
before I went on the board, but the designs were very little different 
from the Selandia, which was of the first group built in 1912, and 
started on her first trip in February, 1912. The George ngs 
was afterwards chartered by the Shipping Board, in the fall of 1917, 
and the Shipping Board experts made a voyage on her. I have 
seen their report. In every respect it confirms the statements I 
have made here concerning the efficiency of these vessels, and that 
was a Shipping Board voyage and the least expensive and one of 
the most profitable voyages made by any Shipping Board ship. 

The Crarrman. Were there any plants in this country that were 
sufficiently well equipped to have undertaken the construction of 
marine Diesel engines for these other ships which were contracted 
for as the result of the war emergency, on a large scale? 

Mr. Denman. Yes; this list I have given you, all of them have 
been completed in plants manufacturing these large size Diesel 
engines. It was a question of design of engine and of license to use 
them; we built and expanded a very large number of steam engine 
plants, built new ones and expanded them, and the parts to be made 
in a steam-engine plant are very much larger than the parts to be 
made in these plants. The metallurgical defects in the Diesel which 
bothered the Diesel manufacturers in 1904, 1905, and 1906, had all 
been solved. Our mechanics, men who turned out automobiles and 
the Diesel engines for submarines, our mechanics in this country are 
as skilled in construction and even more so than mechanics in Hurope. 
It is all hocus pocus and a defeatist policy to talk about the superior 
ability of Danish and Swedish and other European mechanics. They 
have not come.up to us in the matter of motor vehicles in any kind of 
mass production. 

The CuarrMan. Had any policy been adopted in the Board prior 
to your resignation for the construction of any large number of 
Diesel ships, outside of these 24 that had been arranged for ? 

Mr. Denman. Outside of the 24 arranged for? 

The CHairMAN. Yes. 

Mr. Denman. Yes; the policy of developing a plant for the con- 
struction of engines heron the hull capacity of the Cramps yard. 

The Cuarrman. But, Mr. Denman, you had already signed con- 
tracts for some 400 ships, and there were some 70 or 80 other con- 
tracts on your desk awaiting signature. 

Mr. Denman. For 70 or 80 ships? 

The Cuarrman. Yes; contracts for 70 or 80 ships on your desk 
awaiting signature at the time you resigned. Those contemplated 
oe oh the steam marine engines, did they not? 

Mr. Denman. Oh yes. We had the plants. We had to get the 
tonnage. The sinkings by submarines in the months of February, 
March, April and May, in which we developed our program, were at 
the rate of 13,000,000 dead-weight tons per annum. Sinkings in the 
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months of May and June would have equaled all the wooden ships 
at our highest estimate of production in two years; just two months 
of sinking would have equaled that production, and a shade over. 
We had these large steam-engine plants in the country, and of course 
the only thing to do was to build every steamship we could. The 
idea I had was that when we came to expanding any then existing 
steam plants and building new steam plants, that some of this billion 
dollars we were spending should go in for these matured types of 
Diesel engine—not that the whole thing should be steam production, 
because we could not have gotten that, but that carefully we should 
insert in the American fleets this type of engine. 

The Cuarrman. Do you know of your own knowledge whether or 
not those contracts were signed by your successors ? 

Mr. Denman. They were not. 

The Cuarrman. Do you know of your own knowledge whether any 
Diesel-propelled ships were contracted for by the Shipping Board 
after you resigned ? 

Mr. Denman. Not one. In all the 8,000,000 tons that we had 
contracted for there was but one motor ship, which has not yet 
reached her trial trip. The engines in that ship were procured from 
Burmeister & Wain, in Copenhagan, and sent over here, and they 
waited here for nearly a year before they installed them. And the 
vessel has not yet been tried out. The dispute that the fleet of 
ships—and three times as many are on the sea, with Burmeister & 
Wain engines—the dispute that they are talking about, that this ship 
is of an experimental type, and that they are experimenting with the 
Diesel engine, which for eight years has been sailing the seas every- 
where, and for whose efficiency reports are available, the Danish East 
Asiatic Co. puts out its statements—and they will give any informa- 
tion that we want—I say, there seems to be that dispute, and we are 
talking about experimenting with a Diesel engine ship some time 
within the next eight months, and it is all in the face of this experi- 
ence that I tell you about. 

The CHarrmMan. We have had some testimony to the effect that 
some Diesel engines were being constructed in a certain plant, and 
which engines had been tried out and proved to be failures. Do you 
know of any such engines having been made for the Shipping Board, 
of your own knowledge ? 

Mr. Denman. Well, of my own knowledge it only goes to-points I 
have read in the technical journals. No contracts have been let for 
Diesel engine units of sufficient size to propel a 10,000 ton or 8,000 
ton vessel at proper speed for modern commerce. Some small 
engines were ordered to be constructed in several plants, but none 
of them would have been commercially available in competition on 
the sea. Whether or not they were a success I do not know. But I 
do know that not a dollar of these billions of dollars that have been 
spent has been spent for the construction of a Diesel engine of suf- 
ficient size to drive any 10,000-ton ship at a speed of 10 knots. 

The Cuarrman. Did you procure these licenses in your official 
capacity as chairman of the Shipping Board ? 

Mr. Denman. They were procured through the Cramps who oper- 
ated on an American license, but they did not have the drawings 
that they wanted and through Frank Polk correspondence was taken 
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Mr. Denman. Frank Polk, Assistant Secretary of State. Cor- 
respondence was taken up with the Danes, and the equipment that 
the Cramps people desired, or the information they desired, was 
secured. 

The CuairMan. Were they in any position to have undertaken the 
construction of these Diesel engines had the contract been signed ? 

Mr. Denman. Beyond any question. 

The Cuarrman. Why didn’t you sign the contract ? 

Mr. Denman. These contracts were presented to us two days 
before our resignation. We were discussing whether or not we would 
commandeer the plant and make it a national scheme, like the Hog 
Island scheme, and we were considering whether we would sign the 
contracts, and, as I say, the request for our resignations came at this 
time. The first thing I did was to take the matter up with Mr. 
Hurley. I told him of these other contracts in contract form,.ready 
for signature, that they were in the files of the Shipping Board. [ 
told him of the experience of the Danish East Asiatic Co., and of the 
Norwegian and Swedish fleets, and urged him to take up the project. 
I then went to New York, where I met Mr. Fritz Olsen, a son of Mr. 
Fred. Olsen, and told him what I was trying to do, and he suggested 
that the George Washington, a 10,000 tonner, should be put under 
the American flag, so that the Shipping Board could have a direct 
and practical trial with it, and study its workings, if they were not 
satisfied with the innumerable trip reports of all these various owners. 
TI rang up Washington to see if I could get hold of Mr. Hurley, and 
found he was in Chicago. 

As I went west I stopped off and spent half a day with him at 
Chicago, and asked him to enter into negotiations with the Olsens 
for putting the George Washington under the American flag. That 
would have to be a matter of bargaining with them, because they 
would want to have a certain number of free trips, as they were free 
when they remained outside of us. I wired Mr. Hurley afterwards 
about it, and he wired back that they were not going ahead on it. 
I came on again in the following January, and again urged him, and - 
he seemed to be very much interested, but besides writing some 
magazine articles we have gotten on nowhere. 

The CuatrMAn. Were you the representative of any firm or ship 
operator prior to your appointment as chairman ? 

Mr. Denman. Oh, of a great many. I had had general maritime 
practice. 

The Cuarrman. Did yo represent any Diesel engine manufacturer? 

Mr. Denman. No; neither before nor since. As a matter of fact, 
T have talked with no Diesel engine manufacturer in the last year 
and a half about Diesels, have not talked with one. I do not have 
my memorandum here, but I came on to try some cases here in the 
east, and heard that you were going to call me, and I have availed 
myself of the library of the Motor Ship, a publication in New York. 
I had some discussion there with some men disconnected from my 

lant. 
i The CyHarrman. Did you represent some steamship line that 
operated Diesel engine property, shipping ? 

Mr. Denman. Yes, sir; I represented the Olsen line, and it was the 
Olsen people that offered to put the George Washington under the 
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American flag, so that the Shipping Board could have it directly 
under its inspection. 

The Cuarrman. Was that done? 

Mr. Denman. It was not done, but the George Washington was 
chartered by them as I have described, late in 1917. 

The Cuairman. Did you usually take two days with contracts 
coming to you, to decide whether they would be signed or not? 

Mr. Denman. Oh, it depended on the questions involved. I 
might take a week. But there was no delay in the signing of con- 
tracts. But if you take a pile of contracts that high [indicating 
about a foot] with the other administrative duties of your office, it 
can not be done in the wink of an eye. e 

The Cuarrman. Did you inaugurate any policy whereby this vast 
number of contracts for the construction of ships, steel ships and 
wooden ships and certain specified classes of tonnage, was to be 
constructed under a uniform form of contract, the main conditions 
of which were to be uniform in all cases; or did you make the best 
bargain you could with the various contractors ? 

Mr. Denman. Our contracts were fairly uniform, up to the time 
when I left the Board. There was, of course, a great deal of discus- 
sion as to what was the best type of contract to be used. There 
had been four methods of making contracts usually with shipyards 
ever since I have been practicing law and perhaps for a hundred years 
before that: (1) There is the pure lump-sum contract, in which the 
completed ship is to be furnished for a definite amount, and the risk 
is taken by the manufacturer; (2) there is the lump-sum contract 
with variable on certain items about which there may be doubt; 
the lump-sum figure remaining, but there being added to it or sub- 
tracted from it a certain amount as the items of cost may be more or 
less; (3) there is the cost plus a fixed fee plan. These are all old 
shipping methods of contracting. In the cost plus a fixed fee the 
owner pays the entire cost but the contractor gets a fixed fee, which 
does not increase or decrease with the actual cost of the vessel. 
(4) Then there is the pure cost-plus plan, which was for many years 
used by the Navy, surrounded by certain restrictions as to inspection, 
in which the United States or the other party having aship construct- 
ed, pays all the cost plus a percentage which is fixed on the total cost 
of the vessel. = 

We very early gave up the idea of having a lump-sum contract pure 
and simple, because of the vicissitudes of labor and material facing 
us; they were so great that nobody would take a contract of that kind. 
Nearly all contracts I signed were for lump sum with variable allow- 
ance for additionals in the case of material and in the labor scale. 
By this method the profit of the manufacturer was not increased by 
the increased cost of the vessel, so that he would be tempted to run 
i prices on us, but he was protected with regard to certain items 
about which future prices were doubtful. 

The Cuarrman. Did you sign any contracts for cost plus ? 

Mr. Denman. Not one. There were some cost plus a fixed fee, 
perhaps, but I do not recall whether I signed them ornot. Frankly 
at thismoment I can not recall. But there were no cost-plus con- 
tracts by which the contractor by increasing the cost of the vessel 
could increase the amount of his compensation. 
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The Cuarrman. Well, did you sign any contracts under the cost- 
plus plan, either cost plus a fixed fee or cost plus a percentage, in which 
the contractor was permitted to charge a percentage upon the in- 
crease in materials or increase of wages, both of which were made by 
the Shipping Board or Emergency Fleet Corporation ? 

Mr. nicer Notone. Both Gen. Goethals and I were strongly 
opposed to that system. 

The CuarrMan. Now, with reference to the steel and wood ship 
program, What was the policy fixed by the Board while you were 
chairman, Mr. Denman, as to the relative number of wood ships to 
be constructed as an auxiliary, if that is a proper term, to the steel 
fleet ? 

Mr. Denman. The policy that was adopted was the outgrowth of 
our early experiences with the manufacturers and our foreign boats 
when I first came to the board. Answering your question directly, 
the policy that was adopted—as announced by me two weeks before 
we engaged Gen. Goethals, and afterwards announced to the Congress 
in a letter the board wrote on the fifth of May, 1917—was substan- 
tially this: That we should obtain legislation which would enable us 
to shut down high building construction and bridge construction 
and all other forms of nonwar steel manufacture, and drive into 
munitions and ships all that material; expand the steel plate rolling 
business as far as we could go to the building of fabricated ships in 
several plants; and to build as many wood ships as we could without 
disturbing the steel program. 

‘The wooden ship project was brought to us by Mr. F. A. Eustis, 
a well-known yachtsman and manufacturing metallurgist. He came 
to me in the latter part of February, 1917, and urged us to build as 
many wooden ships as we could on account of the sinkjngs in the 
north Atlantic, then becoming very large. I knew about the wooden 
ship, because as I say, I was attorney for a wooden ship plant, and 
had litigated many ships of wood construction, and was familiar 
with their hulls, and particularly with that type of large wooden 
steamer that was used in the coastwise trade on the Pacific. I told 
Eustis that I did not think we could get the engines but I knew we 
could build the hulls. He said there was a large number of factories 
in the Ohio and Mississippi Valleys that coud build engines sizable 
for these wooden ships. : 

I then said I did not believe we could persuade the Congress to 
accept such a program; that as the ships were commercially obsolete 
there would be such an outery against them that the Congress would ° 
not go on the venture. He said to me ‘‘ Well, if you can get behind 
you some of the biggest men in the country do you think the Congress 
would accept ?” i said, ‘‘Yes, but where are your men, who are 
your men?” He mentioned a group of men, and I think Gen. 
Goethals. I said, ‘‘If you can get that group, or the General himself, 
to advocate the building of wooden ships I think the Congress would 
be willing to accept the project, always as a supplemental fleet to 
steel.” About a week after that Eustice came into me and said 
Gen. Goethals was in our drafting room. I went in and met him. 
During that conversation he had on his lap plans of these two wooden 
Huff ships that I have operated myself. 

The CuarrMan. The Huff type. 
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Mr. Denman. Yes, sir; the wooden Huff type of ee They were 
smaller than the ships we afterwards constructed, but they were 
stronger and were successful, as were both types. Gen. Goethals 
said, ‘‘Denman, this is what you want to do. Sinkings are so great 
in the Channel and in the North Sea that you ought to build as many 
as you can.” The discussion lasted some time, and Mr. White 
and a number of others I recall were there. He left, and as 
he left he said, ‘‘Now, anything I caf do to help you out on 
this I will be glad to do.” I think what the General had in mind 
at that time was if we wanted to call him before a Congressional 
Committee he would be glad to offer his services. But I took it 
to mean that if we wanted to call upon him as constructor to assist 
us he would be glad to do it. 

Gen. Goethals was not seeking a job, and I did not have that in 
mind, but I cfiered him $50,000 a year, or suggested that as an 
amount, and he laughed and said, ‘‘ No; I will take my Army pay.” 
There was never any question of pay about the General. He is a 
mighty good American. About ten days after that I went to New 
York and announced our steel major program and described in detail 
at a meeting in New York at the Chamber of Commerce our wooden 
program. This was the day before war was declared. The country 
was in a state of hysteria, and over night the journalists of New York 
built me a bridge of wooden ships from New York to Liverpool, over 
which the victorious army of American people and the sutlers’ 
wagons were going over to succor Europe. It was absurd. ‘In those 
reports there was nothing said about our major scheme of building 
steel ships; but, fortunately for the record of the thing, my speech was 
taken down and afterwards published. 

About a week after that I went to the President and asked him to 
call General Goethals to assist us in the building of our war tonnage. 
And the President did call him, and General Goethals did come to us, 
and he did build all the steel, or started, initiated the building of all 
the steel and all the wooden ships that could be built. Where the 
controversy story came out about wooden ships 

The CuarRMAN (interposing). Did I understand you to say that 
Gen. Goethals started the construction of all the steel and all the 
wooden ships that could be built? 

Mr. Denman. Started with that plan in view, yes. 

The CuarrMan. But he did not sign all the contracts that the 
Shipping Board awarded for ship construction ? 

Mr. Denman. No. He started with the campaign of building all 
he could, and during his limited time we signed all contracts for both 
types of ships, he could get. We both detested the idea of wooden 
ships. We knew they were obsolete. Gen. Goethals—and I think I 
will not hurt his feelings in saying it—is not a diplomat, and he ex- 
pressed his disgust, as I did on many occasions, and certain of the 
journalists I think received the impression that his dislike for that 
type of ship for commercial purposes was addressed to the project of 
building them for the war emergency. As a matter of fact, I was 
under the impression that he had said to various men that he did not 
want to build wooden ships, and later, after I left the board, the ex- 
planation came out that he had said that, but that he was referring to 
the fact that he did not want to build them with commercial use in 
view. But from the first of June until we left there was never tne 
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slightest flicker of difference between Gen. Goethals and myself on 
the project of building as many wooden ships as we could. * 

e CuarirMaNn. Did vou have any controversies with him over the 
matters which may have been the cause for his resignation ? 

Mr. Denman. The real difficulty that arose between the general 
manager and the board—and it was not between Gen. Goethals and 
me, but between Gen. Goethals and the Shipping Board—arose out 
of the division of authority*that was made by the President. In the 
month of June there was the question in the President’s mind as to 
whether or not the entire building program should be given over to 
Gen. Goethals as general manager, or whether it should rest with the 
Fleet Corporation—that is, with Gen. Goethals as general manager or 
any successor to the general as general manager. The President 
decided, in accordance with the suggestions of the Shipping Board, 
that the power should rest in the Emergency Fleet Corporation as a 
corporation and not in the general manager as an individual. Gen. 
Goethals, despite this, assumed that as to the responsibility for the 
program of building ships it was upon him, and the board as direc- 
tors of the Emergency Fleet Corporation knew that by the terms of 
the order they were responsible to the Congress, and that they would 
have to account for their expenditures, and also make the applica- 
tions for money. 

The Hog Island enterprise was then bemg drawn together by Gen. 
Goethals and the board insisted that the general take the matter up: 
with them and explain with some outline that would be comprehen- 
sive, just what the Hog Island project was, so that we could outline 
to the Congress and appear before your committees here and get our 
appropriations. Now, Gen. Goethals did not want to waste the time 
of talking with us—and I can sympathize with him, because, gentle- 
men of the committee, board management is not efficient for rapid 
business, and we were debating during the period of a week prior to: 
our resignations the provisions of the proposed Hog Island contract. 
That was the dispute, if you may call it that, that was the immediate 
preceding incident to the request for resignations. There was noth- 
ing about wooden ships in it. 

The CoatrmMan. Did any controversy which arose between you 
and Gen, Goethals, or between Gen. Goethals and the Shipping Board, 
or between the general manager of the Fleet Corporation and the 
Shipping Board, result in delay in the awarding of contracts or nego- 
tiations for contracts or in the beginning of the actual construction 
of ships ? 

Mr. Denman. Not one. There was no delay other than the move 
arising from my suggestion as to the cost or the price of steel. Of 
course, those things are essential in the beginning of a project. There 
were no delays that I know of. He certainly did not hamper me, 
and I am certain that I did not hamper him. And the matter was 
practically, all of it, newspaper matter. 

The CuarrMan. Do you recall having awarded a contract for the 
construction of ships to the Sloan Shipbuilding Corporation, or some 
concern of similar name, on the Pacific coast, and the making of a 
payment of $830,000, or some such amount, approximately that sum, 
as an advance payment on one check, for the construction of ships 
in a yard where there was no way or other plant equipment ? 
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Mr. Denman. I do not know es about that, Mr. Chairman. 
It happened entirely on the managerial side, although I may have 
signed the Sloan contract. 

The Cuatrman. Did you know that it provided for an advance 
payment for that amount at the time you signed it? 

Mr. Denman. I know with regard to stimulating new yards, that 
I took the recommendations or arrangements of Gen. Goethals with- 
out comment. In each case judgment had to be made as to whether 
or not the tremendous need for vessels required Gen. Goethals to take 
a chance as to the solvency or efficiency of the contractor, and I did 
not feel that it was up to me, on the operating and planning end 
with all the other things I had, to mterfere with the decisions he 
made. If I had, the general would have had the right, im my opin- 
ion, to make the criticism that has been made from time to time on 
the board, on us, that we were falling over one another. 

The CuarrMAn. You had to sign those contracts, didn’t you? 

Mr. Denman. Yes, sir; I did. 

The Cuarrman. When you had a pile of contracts such as you 
indicated a while ago, about a foot high on your desk, didn’t you 
have a brief or a summary of what the contracts contained ? 

Mr. Denman. No; they were nearly all of uniform form. 

The CuairMAN. But this one was not. 

Mr. Denman. I do not recall the terms of the Sloan contract. 
But the understanding was from the begining that Gen. Goethals. 
from the time of his arrival there until his departure, should be 
supreme in his contact with the contractors and that I was not to 
interfere. It was only in the question of types and the general 
fundamental policy that the board over him was to participate in the 
shipbuilding program. 

The CuarrMAN. Well, was he to be supreme in the location of new 
plants ? 

Mr. Denman. Exactly. 

The Cuarrman. And the number of ships that were to be built? 

Mr. Denman. Well, there was no limit to the number. It was 
something along this line, as many as they could build. But you can 
see with the mass of contracts that were let, decisions had to be 
made very rapidly and that was his job. 

The Cuarrman. Was he to be supreme in the number of ships the 
new plants were to build ? 

Mr. Denman. He was. 

The Cuairman. Was he to be supreme in the matter of the price 
they were to receive? 

Mr. Denmané He was, barring the questions of such raw material 
as steel. 

The Cuairman. Was he to be supreme in the matter of estimates 
upon which advances were to be made? 

Mr. Denman. He was. 

The Cuairman. Was he to be supreme in the matter of the share 
which the Government should pay in the construction of new yards, 
installation of shipbuilding equipment? 

Mr. Denman. He was. 

The Cuarrman. And all those matters and many others of similar 
character were to you, as chairman of the board, matters of detail, I 
assume, over Which you exercised no supervision. 
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Mr. Denman. That is correct, nor could I have done it. 

The Cuarrman. And the only thing you did as chairman of the 
board was to sign contracts whenever they came up bearing Gen. 
Goethals’ approval. 

Mr. Denman. And to endeavor by a study of them to keep the 
contract and what was going on in mind and be in a position to defend 
the general program when called before the committees of the Con- 
gress, 

The CuarrMan. Assuming that a shipbuilding concern on the 
Pacific coast had one yard, say at Olympia, of limited capacity, not 
exceeding four ways; that they desired to secure a contract from 
the Shipping Board for the construction of ships, and had in mind 
establishing a plant at Anacortes, State of Washington, at which 
point there was no way or yard or equipment or any facilities for build- 
ing ships—-— 

Mr. DenMAN (interposing). Wood or steel ? 

The CuatrmMan. Either, but these were wooden ships. Do you 
know of any reason why such a concern should receive a contract 
for building ships at their Olympia plant and also for the establish- 
ment of a plant at Anacortes, and be given a/check for some eight 
hundred and odd thousand dollars, with a provision in the contract 
that future payments were to be made when they could satisfy the 
Shipping Board that they had ordered material or created liability ? 

Mr. Denman. Well, I have—— : 

The CuatRMAN (interposing). Assuming those facts to have existed 
at the time you signed this contract, I mean. 

Mr. Denman. I can give a number of suggestions regarding that 
situation: In the first place, was the plant they had coupled with the 
material they would buy with the $800,000, security for that 
$800,000? Ido not know that. Second, were the housing and labor 
conditions at the second location such as to make it desirable to have 
a new plant established there, for the loggers and bridge builders and 
lumbermen of various types, at the second place that were not at the 
first, for the convenient building of ships there? I do not know that. 
I do know this, that in my logging operations —and I am logging in 
a forest some eight billion feet of fir —we scatter our operations there 
so as to bring the chief operations of the forest near villages and 
towns. where we can get our labor from the villages and towns to do 
the work. I do not know about the Anacortes matter. I could not 
help you on that. It may have been a break. They were going 
very fast. 

The Cuarrman. Mr. Denman, isn’t it your judgment now that a 
good deal of the haste which was shown in the executing of con- 
tracts in those early days, with the hope and expectation of securing 
ships within a reasonably short time, was not well founded, and that 
unusual delay resulted in the delivery of ships because of the haste 
in executing contracts ? 

Mr. Denman. There was that element in it, Mr. Chairman. But I 
want to say this about it; we were not building any ships in this 
country, and we had to get the minds of men riveted on the creation 
of specific plans. Now, until you had hooked a man by contract, 
had nailed him down by an obligation to build, you did not get any 
constructive results in these new building entities. Our scheme was 
to hook as many as we could; get them nailed down and get them 
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going. Some would fail, but the most of them we hoped would suc- 
ceed. And we contemplated that there would be great waste. We 
were very glad that it was not as bad as it was with airplanes. We 
were certain that by this process we would get men to do something 
they had never done before, and that we would, first, have to overpay 
them to get them going; and, second, that we would have to antici- 
pate that a number would not be successful. Now, if I were goin 
through the same thing again, and were in charge, as I was not, of 
building ships, I would do just as Gen. Goethals and Mr. Schwab did. 
Mr. Schwab, I think, made the greatest contribution of anybody, 
of all of us, to the shipbuilding program. Mr. Schwab is not a detail 
man, and he is not a detail executive. But Mr. Schwab would take 
a fellow and by some almost mystic process that he had, would take 
a fellow who wanted to build 2 ships and nail him down for 10; and 
by the time the fellow had gotten out of the office, and he was signed 
up for 10, he was getting his men, superintendents and organization, 
for the building of 10 ships and possibly out of it we would get 5. 
The CuarrmMan, Possibly you would get five what? 
Mr. Denman. Five vessels. 
The Cuarrman. Delivered ? 
_ Mr. Denman. Delivered; yes. I mean to say that we had to take 

fellows, many of whom had never built ships—and as I remember 
the Skinner & Eddy group, who made such a marvelous success, had 
never been in the shipbuilding business, in a large way at least. 
And when I say a marvelous success, I mean in rapid construction 
of tonnage. You will remember that they took a sand spit, with 
brush on it, and in 10 months had a trial trip of an 8,000-ton ship. 
And that was done on what had been 10 months before a sand spit. 

The Cuarrman. And they took over a yard next to them? 

Mr. Denman. Yes, sir; and they drained existing yards of work- 
men, up and down the coast. 

The Cuarrman. The Macey award did not bother the Skinner & 
Eddy contract very much? 

Mr. Denman. Oh, no. I am not defending the methods pursued, 
but what they did was a marvelous accomplishment in getting ships 
out. The great trouble we had all over the United States was in 
adjusting all these different fellows, their individual demands for 
labor and supplies. But you can not get me to defend the theory, 
or hope for me to defend the shipbuilding program of ourselves or 
any of our successors on the ground that it was not wasteful; the 
very method involved the certainty that a number of the men we 
got would be very wasteful indeed. 

Mr. Foster. Did you sign the Skinner & Eddy contract? 

Mr. Denman. I do not recall. It was under consideration when 
I was there and I think I did. 

Mr. Fostrr. Do you remember that there was some feature of 
that contract providing that a government auditor would not be 
allowed to go in and take charge there ? 

Mr. Denman. No; I do not recall that. 

ah Foster. Do you remember any of the features of that contract 
at all? 

Mr. Denman. I am not familiar with the plant at all, except that 
the first ship 

Mr. Fosrrr (interposing). I mean the contract. 
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Mr. Denman. I am not familiar with the terms of the contract or 
with the plant. 

Mr. Foster. You do not know of an reason why any such feature 
should have been in there ? 

er Denman. Why an auditor should go there and not to other 
plants ? 

Mr. Foster. No; just the other way, why an auditor should not 
be allowed to go there? They are up at Seattle, aren’t they? 

Mr. Denman. Yes, sir. Really I can not tell you. I presume it 
it was a break. 

. Mr. Foster. You do not remember that you signed any contract 
with them, whether you did or not ? 

Mr. Denman. I do not recall. I know that Skinner & Eddy 
were under discussion at the time, and they were building a very large 
number of ships when we organized the board. 

The CuarrMan. You stated in reply to my last question that 
waste did result from the shipbuilding program. 

Mr. Denman. Yes, sir; an enormous waste. 

The Cuarrman. Do you think that as it has turned out that the 
particular contribution Mr. Schwab made, which you have indicated, 
of getting men who wanted to build 2 ships make a contract for 
10 and who delivered 5, and then filing claims for the remaining 5, 
which called for large expenditures of money, is really a commend- 
able contribution to the shipbuilding program. 

Mr. Denman. No; I did not mention the latter portion. 

The Cuarrman. But I did. 

‘ Mr. Denman. We are now talking about paying for the, dead 
orse. 

The Cuarrman. As the result of creating enthusiasm of the builder 
to take 10 ships when he was only able to take 2, and bringing about 
this result, do you think that a good thing? 

Mr. Denman. Mr. Schwab is the best man to defend that policy. 

The Cuarrman. I am not asking you to defend it, but you spoke of 
that as being a contribution to this work. 

Mr. Denman. I am not attempting to defend it. But you are ask- 
ing my opinion, and I want to state what the facts are. 

The CuarrMAN. I wanted to get what you thought of that. 

Mr. Denman. I want to tell you what the facts are, no matter 
whether it hits me or whom it strikes. , This thing is sometimes over- 
looked: The Army asked us to prepare for a four-year war. You 
know you have to have a program, huge in general outline, and Secre- 
tary Baker, and I think it was Admiral Benson or Secretary Daniels, 
advised us that as things looked in 1917, even if we might be able to 
shorten the war, that we should make preparations on the theory of 
a four-year conflict. Now, those deliveries that my administration 
would have been responsible for had we carried out our original con- 
tracts contemplated about a two-and-a-half-year to a three-year pro- 
geam. What Mr. Schwab had in his mind at this time I do not know. 

The CHarrMan. What were you doing; Mr. Denman? You said 
you had no time to examine those contracts, to examine what the 
particular features of them were; what were you occupied with? 

Mr. Denman. I do not think I quite said that, Mr. Chairman. I 
said I had to wait sometimes before I could make an examination of 
contracts. I attempted to go through them, and there were many 
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of them identical except as to minor provisions of price. I was doing 
many things. It is very hard to draw a picture of the war activities 
there, and a discussion of that kind would involve the whole question 
of board management, on which I have very definite opinions. I 
agree with Gen. Goethals, though not in the phraseology used, that 
board management can not successfully conduct large vital enter- 
prises where the results must be produced either in competition with 
national competitors or to meet an emergency quickly. And, as a 
matter of fact, the work that was done by all the administrators in 
Washington was very largely done on their own initiative with com- 
paratively little board concurrence in the projects that each under- 
took. For a period of between four and five weeks I scarcely ever 
appeared at the meetings of the Shipping Board. I arranged with 
Mr. Brent, vice chairman, the detail business of the day, days filled 
with little questions as to whether or not we would let a tug go over 
to Canada, or a ship go to Cuba, or an ice breaker go to the White 
Sea—things that had to be done but that had nothing to do with the 
fundamental policies or with obtaining legislation. And the board 
bore with my absence with some degree of kindness. During that 
time I was mainly with the Congress. 

I was also one of three conferees that sat with the British Commis- 
sion in the harmonization of the administration of ships between the 
Interallied Charter Commission and the Allies. There were many 
things to be harmonized in Washington, and there were grave diffi- 
culties there because of the very strong and almost hysterical senti- 
ment that caused the British and others to have the idea that on 
account of their prior supremacy in ships they should be permitted 


‘to dominate in the administration of shipping affairs in Washington. 


And a good argument could be made on that side of the question, 
and many gentelmen seemed to favor it. The Cunard ship transac- 


‘tion is an excellent illustration of that: When I first came to Wash- 


ington I had a discussion with Sir Richard Crawford. Sir Richard 
was the minister of Great Britain in Washington while Spring-Rice 
was the ambassador. The commission to Sir Richard was a commis- 
sion concerning ships and commerce. Early after my-arrival here 
I told him that we wanted to build, with our $50,000,000, which was 
our first appropriation from the Congress before the war, a number of 
steel cargo ships at various American yards. Between that con- 
versation and the third or fourth week in April the Cunard Steamship 
Co., apparently as a private corporation but as it turned out with the 
funds of the British Empire, placed orders for 1,025,000 tons of steel 
ships of the type that r desired, with American shipbuilders, filling 
up everybody, the remaining stockage of the then existing yards. 

One of the reasons why the wooden ship matter came up was 
because when we attempted to obtain contracts for steel ships we 
could not get any contracts from the American builders; they were 
afraid we would be less generous in our terms than the various 
foreigners, Norwegians, Swedes and the Cunard line, who were con- 
tracting for ships. In that first conversation with Sir Richards I 
said to him that we hoped all of the facilities of the American yards 
would be reserved for American ships, and that I was going to ask for 
legislation that would make this possible. 
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Now, see the absurdity of that position—that we Americans 
should be building wooden tubs for the supplying of our Allies, or 
nations who afterwards became our allies, and Great Britain, while 
they were using our steel shipyard facilities for constructing steel 
ships on their account. And those steel contracts of the Cunard 
line were not hurry-up contracts; they were single shift contracts, 
getting the minimum of efficiency out of the yards. 

The negotiations that I conducted with Mr. Balfour regarding 
these ships occupied considerable of my time and a great deal of my 
thought. I was embarrassed there because theré swept over Wash- 
ington a propaganda that Denman was anti-British; that in attempt- 
ing to get back these million tons into American contracts I was in 
some way hostile to Great Britain. I got it from the tea tbales, and 
at dinner, and very often from my friends, and from various sources 
in the administration. Now, it was not true that I was anti-British. 
Our program contemplated stopping the building of high buildings 
and bridges and of American nonwar construction for the purpose of 
hurrying up these ships. We were going to turn courselves commer- 
cially inside out to build the very ships, to conserve and bring in 
the steel for the very 1,025,000 tons that the Cunard line had contrac- 
ted for; and to insist that when the ships came out as the result of 
that complete revolution and reversal of the American policy of 
steel construction, they should be under the American flag, 1s Ameri- 
can, but it is not anti-British. 

When the case was finally presented, Mr. Balfour, after some two 
or three weeks of negotiation with other members of the commission 
as well as with Mr. ‘Balfour himself, he wrote a letter to me which 
offered to turn over the contracts to us, and that letter was the basis 
ultimately of the settlement between ourselves and Great Britain as 
to those contracts. 

That was one of the activities that I was engaged in. Iwas also 
engaged in combating the continued statements that the Diesel 
engine was not successful and was in an experimental stage. One 
of the leading British ship engineers in Washington attempted to 
tell me that the thing was experimental, but he very quickly changed 
his tone when I told him I had been attorney for Fred. Olsen’s fleet, 
and knew all about the East Asiatic Fleet, and the 35 odd large size 
vessels that then were sailing on the sea. Josephus Daniels him- 
self said to me “ Your English friends do not seem to think much of 
the Diesel.” The same remark was made to me by Mr. Brent, my 
associate on the board. Everywhere was the urging, not the direct 
statement, that there was not confidence in the Diesel ships. 

The CHatrMan. Mr. Denman, it is now 12.15 o'clock p.m., and the 
House is in session, and inasmuch as there may be a number of im- 
portant matters considered and some votes taken, we will be unable 
to sit this afternoon, but we will hear you again in the morning at 
9.45. 
Mr. Denman. I will continue the account of the difficulties I had 
in the adjustments with our Allies, when I come on to-morrow morning. 

(Thereupon, at 12 o’clock and 15 minutes p, m. the committee 
adjourned until to-morrow, Tuesday morning, December 14, 1920, 
at 9.45 oclock.) 

[Pages 3197 to 3213 inclusive contain statement of another witness.] 
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TESTIMONY OF MR. WILLIAM DENMAN—Resumed. 


The Cuarrman. Mr. Denman, you may proceed if you have left 
. unsaid something you had in mind. 

Mr. Denman. Now, Mr. Chairman, I desire to offer a statement 
on the matter of Diesels, which I can be examined upon, as Mr. Gillen 
is to be. The reason I ask to have it placed in the record is because 
I have drawn together in one place the matters that are scattered 
throughout my testimony, and so that anybody looking over my 
policy on Diesels, or what I recommend as the future policy of the 
Shipping Board, may find it in compact form. 

ca ae oy eas Does it contain anything that you have not already 
sald ¢ 

Mr. Denman. It contains certain matters which I have already 
stated, on which you can examine me, but I wish to bring it together, 
as Mr. Gillen has brought his testimony together, in a compact state- 
ment. It is not very long. 

The Cuarrman. Perhaps if you will read it, it will put it in shape 
before the committee so that the members of the committee can 
examine you on it if they so desire. 

Mr. Denman. All right. The purpose of my appearance before 
this committee is to urge the revival of my project as chairman of the 
Shipping Board to build a large fleet of Diesel motor ships. 

The rejection was the climax in the tragedy of misfortunes of the 
Hurley administration. Despite its notable accomplishments, he 
has unconsciously contributed more to the success of our Seandinavian 
and British competitors on the sea than the most ardent of our few 
Anglo-un-American administration during the war. 

When I put the word “emergency” into the title of the Fleet 
Corporation, it was to indicate the war emergency which compelled us 
to build so many oil-fuel steam engines, as well as our wooden hulls. 

The obsolete character of the wooden hull required no explanation. 
The wasteful use of oil under the steam boilers, consuming nearly 
three times the fuel of the many existing motorships of the Danish 
East Asiatic and other fleets, was well known. For years these large 
motorships had sailed under my windows over the Golden Gate. 
Admiral Lord Fisher had already pointed out the approaching obsoles- 
cence of the marine steam engine. 

When I became chairman of the Shipping Board, the East Asiatic 
Co. and other Scandinavian owners, in scores of voyages, some over 
a year in length and all around the world, had established the para- 
mount commercial value of the Diesel motorship. It was then be- 
yond either practical or scientific question or doubt.' 

I hand the committee the photograph of 21 of these vessels, 
all then in successful commercial use, some for years before that 
time. They range from 6,500 to 10,000 tons carrying ca acity at 
over 10 knots speed, and some are over 11 knots speed. There were 
many more besides these of the design of these engines and of other 
designs. 

The project for building them, the necessary license, the plant, 
the Cramps shipyard and the skilled workmen were all procured 
under my administration. There were many other Diesel plants 
available for their construction, a list of which I put in the record 


1Lord Pirrie, British war shipping director, was building large motor ships in British yards before 
and during the war. 
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on-yesterday. A contract was offered us, and we were debating 
whether we would commandeer and make it a national project or 
accept the contract. It was my administration’s contribution to the 
commercial future of the American mercantile marine. It would 
have taken no more time for the Cramps to complete the Diesel plant 
than to establish any one of the new plants for steam engines. The 
contract was for 9,600 deadweight tonners at 11.6 knots speed.* 

During the war Great Britain, which had many Diesel plants, some 
making marine and some making other engimes, was compelled to 
turn to the building of submarine Diesels. The submarine Diesel is 
a more complicated and finer mechanism than these commercial ma- 
rine Diesels, but vast quantities were turned out in the British yards, 
in those Diesel factories in Great Britain, during the activities of the 
war, and while we were building none with the Government money. 
Lord Pirrie’s plant, the Harlan & Wolff yard, was using the same 
license that I procured, and actually constructed the largest com- 
mercial marine Diesel ship at any time built. This was in war time. 
This ship was the Glenapp, a marine Diesel cargo and passenger ship 
of upward of 15,000 tons dead-weight capacity and of more than 14 
knots speed. 

At the present rate of consumption it has been estimated by geolo- 
gists and practical oil men that the American oil supply will be con- 
sumed inside 25 years. This is the occasion of Secretary Colby’s 
note to the British on their mandate over the Mesopotamian oil 
fields. Can we waste two-thirds of our fuel oil, through steam boiler 
tubes and up the smokestack, in view of this world oil condition ? 

George Otis Smith, Director, United States Geological Survey, on 
November 17, 1920, at a meeting of the American Petroleum Insti- 
tute, said: : 

In acknowledging the superior claim of the marine use of fuel oil, this priority must 
be qualified by the condition that even on the seas the best use should be made of 
the invaluable fuel. The marine steam-engine, even of the turbine type, must give 
place to the heavy oil engine, under the rule of getting the most out of a limited re- 
source. The very facts that support the argument for the marine use of fuel oil, greater 
efficiency and economy of space and labor, can be cited in favor of the internal- 
combustion engine of the Diesel type as against the steam engine. The increased 
thermal efficiency of the new engine with its resulting addition to available cargo 
space or to cruising radius, is more than 24 times that of the steam engine. The 
experience of the Bethlehem Steel Co. is that their new oil-engine ore carrier, 
the ‘‘Cubore,”’ is continuous service between Cuba and Sparrows Point, Md., uses 
only 36.7 per cent of the fuel-oil consumed by a sister ship differing only in that it 
has the most modern type of steam plant. The tremendous economy thus possible 
in the marine consumption of fuel oil demands the immediate adoption of internal- 
combustion engines if the world wants to make the largest use of its oil resources for 
the longest time. ; 

Our wasteful steamships, built for the war emergency, are hopeless 
in competition with these Diesel vessels. Motor ships carry no 
boilers or condensers, and but one-third the fuel. As a consequence 
they have over 12 per cent more cargo capacity. This in itself means 
a handsome profit in ship operation. 

Over 60 per cent of the new cargo vessels ordered in Great Britain 
during the last six months are motor ships. Norway, Denmark, 
Sweden, and Holland build nothing else when they can get engines. 
Lloyd’s agents are now inspecting the construction of 300 sets of oil 
engines. These aggregate 600,000 horsepower, which, in terms of 
11-knot cargo ships, is a million and a half tons. The largest is a 


1 They were of the type Lord Pirrie was then and now is building. 
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British passenger and cargo ship of 15,760 tons dead weight and 
14 knots speed. Six are of 14,000 tons dead weight and over. 

This is active construction in Great Britain. The orders double 
this. There are 15 marine Diesel engine factories in Great Britain 
alone. Lord Pirrie controls four of them, three in Scotland and one 
in Ireland, using the same license we procured for the board’s pro- 
gram in 1917. There are many more in Holland, Denmark, Sweden, 
and Norway. They are just beginning to operate plants for large 
size Diesels in this country. In all the billions the Government has 
spent, not a dollar has gone to build a Diesel engine large enough 
for a 10,000-ton freighter. ; 

Our wasteful steam engines are dependent on British bunkers. 
We can not carry enough fuel to pay the loss up the smokestack 
and complete our long voyages. We must stop and beg fuel supply 
at the British and other bunkering stations on the China coast, in 
Japan, in the East Indies, at Suez, at Aden, in the Mediterranean, 
and in the South Atlantic 

How the British coerced our commerce by bunkering agreements 
befére we entered the war, is now history. I am not seeking to 
attack it as a war necessity. The important thing is, they can do 
it again. 

The sailing radius of a 10,000-ton Diesel ship is 28,000 miles on 
the oil in her ballast tanks. This is once around the world, past 
all the British and other bunkering stations, and “then some,’’ as 
shipping men put it. 

The United States can balance its fleet only by adding, or con- 
verting from steam, at least a million tons of motor ships. We 
should stimulate the building of Diesel factories and produce more 
than our British and Scandanavian competitors. If we do not, we 
have lost the battle for maritime supremacy, and will not have even 
a fair minor share in the world’s sea carriage. 

I have here a statement giving a partial list of Diesel-driven 
merchant motor ships at present building in Great Britain, which I 
will ask to have copied into the record. “Only about one-third, I 
think, of the yards, or half of the yards, are shown here. The others 
have not reported out. But this list totals 65 ships of 583,600 
dead-weight tons, and 227,800 indicated horsepower. I have a 
summary at the foot of this statement showing the fuel saving on 
this fleet. I won’t repeat that. This is only a partial list. It 
contains nothing concerning the other yards enumerated in a para- 
graph at the bottom of the list, and nothing about the tremendous 
activity in Norway, Sweden, France, Italy, Denmark, and Holland, 
where, under various patents and various designs, large cargo and 
passenger-carrying ships of this type are being built.’ 


1 Oil supply.—tf shut off from rival’s oil fields, and our own oil exhausted in 25 years, our Diesels can 
be run on coal and lignite products. The Diesel was first designed for this. 

Engineers—The British and Scandinavians created their commercial Diesel engineers. We could 
have doneso. We did for our more complicated submarine Diesels. 
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The Cuarrman. Well, Mr. Dénman, I understood from your state- 
ment made on yesterday that there are a number of factories which 
are equipped in this country to build large Diesel engines at the pres- 
ent time. 

Mr. Denman. There are now building, just commencing to build, 
Diesel engines of large marine type. 

The Cuarrman. For whom ? 

Mr. Denman. Private account. 

The Cuarrman. Are there shipbuilding concerns that are building 
motorships of large tonnage in this country at the present time ? 

Mr. Denman, The Cramps have just begun building for the 
American-Hawaiian Steamship Line—that great fleet of vessels that 
used to steam from San Francisco to Atlantic ports through the canal 
and carried our bulk products by that route—they have just ordered 
two of the same type that I desired to have the board adopt. 

Mr. Schawb did not have this license; the Cramps had it. Mr. 
Schwab set about to develop a Diesel of his own, of an entirely dif- 
ferent type, what is known as the two-cycle type, and had one vessel 
running with the new type of Diesel in it, the Cubore, the vessel to 
which George Otis Smith, Director of the United States Geological 
Survey, referred in the statement I read. 

And there are a number of other plants in the United States ca- 

able of undertaking the conversion or the building of engines for new 

iesel vessels, The trouble about doing the thing on private account 
is this: Nobody knows to what point the Government is going to 
write down its stéam fleet. Nobody knows what the policy of the 
Government is going to be with regard to a merchant marine. Capi- 
tal is hesitating to invest, fearing that a weak-handed policy may 
make any ships unprofitable, and also fearing that when the Govern- 
ment writes down the values of its present fleet and begins to sell 
some of them at scrap prices, that the value of steamships will be 
utterly uncalculable, and therefore that*ventures at this time are 
unwise. The Government has got to at once, if we are going to have 
a balanced fleet of vessels, arrange for something like the same 
amount of Diesel tonnage that our competitors have. 

The Cuarrman. We have 1,400 ships, a large portion of which at 
the present are tied up. Would you advocate the Government, 
through the Emergency Fleet Corporation, building more ships with 
Diesel engines in them ? 

Mr. Denman. I think so, because you will not have any Diesels 
tied up. When the last steamship is tied up because it can not run 
on the sea your Diesels will be running at a profit; and if it is'a ques- 
tion of maintaining our supremacy on the seas and getting our share 
of the commerce of the world, we should have these ships. It may 
be the Government can’t afford it. It may be that it does not want 
to go ahead but will leave it to private capital. : 

he Cuarrman. My question is, Would you advocate the Govern- 
ment, through the Emergency Fleet Corporation, building more 
ships, when it already has a large fleet of steam vessels, to the number 
of some 1,400, a large portion of which are tied up? 

Mr, Denman. I have my doubts whether I want the Government 
to act through the Shippmg Board in any project. I want to see 
centralized control and not board operation in the matter of building 
ships. But I would say, in answer to your question, that if,they can 
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not be gotten through any other agency of the Government, that the 
Government should balance its fleet. If it is the intention to go 
ahead and manage the fleet that it has, it is foolish to go into compe- 
tition with our opponents and not have the weapons for the contest. 

The Cuairman. Mr. Denman, these facts that you have brought 
out here have been pretty well known in shipping circles for months, 
have they not? 

Mr. Denman. Yes, Mr. Chairman. 

The Crarrman. How do you explain the fact that no American 
concern has undertaken, with the possible exception of the American- 
Hawaiian Steamship Co., to have constructed Diesel motorships ? 

Mr. Denman. In the first place, private capital has been loath to 
enter into the shipping business in competition with the Govern- 
ment. It does not know where it is going to land. Very few new 
ships have been purchased, but the fact is that there is strong inquiry 
as to where they can be built and a strong demand for Diesel motor- 
ships. The Government of Norway took three 20-year-old hulls 
and equipped them with Diesels of this type that Lord Pierrie is using, 
in the Harlan and Wolff yards. As I havesaid, the hulls are 20 years 
old, and the Diesels were Burmeister and Wain Diesels, and those 
vessels were sold to New York owners six months ago at $240 a dead- 
weight ton—even though the hulls were, as I have said 20 years old— 
as against $175 to $180 a ton for new steel turbine steamships. 
ent can therefore see what the demand is for them if they can get 
them. 

The Carman. But if there is such a great advantage in this type 
of ship, if they will be carrying freight when the last steam-propelled 
eu is tied up, why should private operators or steamship compa- 
nies hesitate on account of the United States Government’s fleet 
about constructing these ships and going ahead and operating them ? 

Mr. Denman. Because, first, there is general hesitation about 
expanding in the steamship business with the Government’s policy 
unsettled. Second, inability to get the engines if they wanted them 
for quick delivery, with uncertainty as to future forces on the sea. 
Now, if we had had built in 1917 a large group of these Diesel facto- 
ries, then these Americans could have gone to them and gotten their 
engines and the Government would not now be faced by the 
problem of asemiobsolete type of vessel, and bantering the question 
as to whether private or Government ownership should operate them. 

The CuarrMAn. You had procured a license from one of the largest 
construction concerns in America ? 

Mr. Denman. The Cramps had that. 

The Cuarrman. Early in your administration ? 

Mr. Denman. Yes, sir. 

The CuarrMan. I assume they now retain that license. 

i Mr. Denman. They are building ships for the American-Hawaiian 
ine. 

The CuarrmMan. They still retain that license, do they not? 

Mr. Denman. Yes, sir. : 

The CuarrMan. And they have had it all that time? 

Mr, Denman. Yes, sir. 

The CuarrmMan. And they were in a position to go ahead and build 
some engines for private account if they wanted them ? 

Mr. Denman. Not during the war. They have been loaded up - 
with contracts from the Government for steam vessels. 
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The CuarrMan. They have been engaged in other work or could 
have been, since the cancellation of contracts in March, 1919? 

Mr. Denman. No; they had been building a Diesel plant. I do 
not know when they began, but they are building it now. 

The CuarrMan. They are building it now? 

Mr. Denman. Yes, six. 

The Cuarrman. How long will it take to construct a Diesel plant? 

Mr. Denman. They had a Diesel plant at the time, 1917, for the 
purpose of this project— 

The CusrrMANn (interposing). Sufficient to build those 24 engines 
you referred to; some 20 or 24, I believe? 

Mr. Denman. Yes, sir. 

The CuarrmMan. They have had that all along? 

Mr. Denman. No; they acquired it for that purpose. They went 
over to other business. As a matter of fact what happened during 
the war was that these Diesel plants built steam engines. If you 
talk about converting steam plants to Diesel engine plants, the 
Diesel plants built steam. engines, and of all the topsy turvies I have 
ever heard of that was the most extraordinary. 

The CuarrmMan. Did you ever bring this to the attention of Mr. 
Schwab when he was acting as Mr. Hurley’s assistant ? 

’Mr. Denman. No, I did not. I assumed that the recommenda- 
tions as to type came from the operating end. 

The CuarrMaNn. Well now, have you any knowledge, Mr. Denman, 
as to whether or not the Fleet Corporation or the Shipping Board 
did actually have constructed some Diesel engines which, upon a 
try out, proved to be failures? 

Mr. Denman. I do not know whether they proved to be failures 
or not, Mr. Chairman. But they were not of the type of the Danish 
East Asiatic Fleet and those that these other great fleets were using. 
They were smaller than were necessary for a 10,000-ton type of 
ship, which is about the cargo-carrying unit. 

The Crarrman. You let contracts for a great many ships of less 
tonnage than that? 

Mr. Denman. Oh, yes. 

The Cuarrman. And could not Diesel engines have been put in 
smaller types as well as in 10,000-ton ships? 

Mr. Denman. Yes, sir; and be very valuable in certain services. 

-The Cuarrman. Do you know whether or not they actually did 
have Diesel engines for smaller ships which, upon try out, were 
pronounced to be failures? 

Mr. Denman. I do not know whether they were pronounced to 
be failures or not. I understand that those small engines that were 
ordered by the Shipping Board, of a type that at that time was not - 
developed, and not such as the Burmeister and Wain and the Werks- 
poor type, were not completed for the Shipping Board, and [ am 
told were completed for other persons and successfully completed 
and that the vessels had good engines. 

The CuarrMan. They have what? 

Mr. Denman. That the engines are good engines. 

The Cuarrman. If I get your recommendation correctly as read 
from your statement which you made, it is that the Government 
should either go into the building of motor-propelled ships or assist 
private concerns in having a fleet of motorships built anddevelope . 
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Mr. Denman. That is, if the Government is going to adopt a 
vigorous policy for the purpose of entering into overseas competi- 
tion. Ifit is going to have a lax hand, if we are going to drift along 
as we did, controlled by British and German propaganda, for years 
in this country, affecting every ship measure that we desired to 
have put through by the Congress; if the policy is going to be to 
- drift along, then I answer “no.” But if we are going to get into 
the game and drive it through, “‘yes.” 

The CuarrMan. In event that the Government is going to pursue 
a vigorous policy in behalf of the merchant marine, what is to become 
of this fleet of steam vessels; that is, if we are going to embark in 
constructing a motor-ship fleet or going to assist in the development of 
a motor-ship fleet? 

Mr. Denman. Exactly what will become of the steam vessels of 
our opponents. The vast mass of fleets of the world are steam. 
They are gradually introducing the motor ship as the modern type of 
propulsion. We want to keep pace with them. These vessels will 
be used, gradually becoming obsolescent, and will go on the cheaper 
runs and the shorter runs, where saving of fuel does not mean so 
much; We must keep pace at least with our competitiors in the type 
of ship that they are using. We are more in need of it than they are, 
because, as I have said, we are a high-wage country, and the Diesel 
engine cuts out a certain number of operators in the engine room, 
We are a bulk-carrying country, and we want space and large space 
on our ships. We are an oil-producing country and have the oil for _ 
pee We are a long-voyage country, across the Pacific and the 
Atlantic, and in the long-voyage savings are the savings in fuel con- 
sumption and larger cargo space. ; 

The CuarrMan. Isn’t it a fact that practically all of the commerce 
brought to our ports today in competition with our own fleet arrives 
in steam-propelled vessels ? 

Mr. Denman. That is quite true, because the bulk of the fleets of 
the world are still of steam, but the fact is—— 

The CuarrMAN (interposing). There are 21 of these vessels float- 
ing around somewhere. 

Mr. Denman. Oh, there are ever a hundred of them. 

4 The Caarrman. How is it that none of them get to the United 
tates ? 

Mr. Denman. Why, Mr. Chairman, I thought I described yester- 
day the voyages those vessels take. They are sailing in and out 
under my window over the Golden Gate constantly, and unless 
California is out of the United States they are coming to a port in 
this country and carrying cargoes to and from that port. The fact 
is that the Pacific coast is so far from you in the East that the Pacific 
coast conditions are not known to our Atlantic coast men, just as I 
wanted somebody on the Atlantic coast to be the chairman of the 
Shipping Board for the reason that I did not feel I was acquainted 
with the Atlantic coast conditions. The United Fruit Co. has been 
using Diesels; the Atlantic Transport Co. is using them; the Hamburg- 
American line has been using them. The Hamburg-American line, 
at the time the war came on, had orders out for a very large fleet of 
them, of the Buremister and Wain type. They are also experiment- 
ing with another type of them in Germany. 
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The Cuairman. Do you know whether or not experiments are in - 
process in this country for the development of an American type of 
this Diesel engine? : 

Mr. Denman. That is the same sort of thing we had in the matter 
of the Liberty motor. Of course we want to improve it. 

The Carman. I asked you whether or not you know that is 
going on. 

Mr. Denman. Well, I can tell you something about that. About 
a year ago it was announced that we were going into some experiments 
on what was known as the Deisel electric drive. Now, the electric 
drive has been very successful on our war ships; and where huge 
engine powers are involved, 100,000 horsepower for instance, as 
against 3,000 or 4,000 horsepower used on the freighters, you can see 
where the value of the electric drive would come m. On the naval 
ships there is economy and facility of operation gained by taking those 
enormous powers and transmittmg them through electricity to the 
shaft rather than by trying to put the enormous power directly on the 
shaft by mere physical action. That is a great gain. Now, it has 
been suggested that the same thing might be true in transmitting the 
power from the low-powered Diesels to the shaft. It is an experi- 
ment; I hope it succeeds. But the interesting thing is, Mr. Chair- 
man, that, though announced a year ago, there is no Diesel electric 
drive ship running, and I understand no Diesel electric drive ship 
under construction. 

Now, gentlemen of the committee, by the time you have got your 
experiments developed, two or three years will have gone by; the 
commerce of the world will be established on other people’s ships 
to a certain extent, to a large extent I will add, and will be out of our 
hands and we will be out of the race. These Diesels are proved things, 
It is just like the Babcock and Wilcox boiler, or the triple expansion 
engine, or any of the types that were advanced in the nineties and 
eighties and which are now going into obsolescence. 

The Diesel engine in 1917 was a proved commercial success, and 
those 21 ships, a photograph of which I left here, prove it; as the 
other 100 now in existence demonstrate it every day. 

When people come to you and tell you the Diesel is an experimental 
matter I ask you that you showthem these 21 ships, and ask them if 
they have read the reports of trips that are given by the Danish East 
Asiatic Co., which reports they give out and are glad to give out, 
Ask if they have seen them, and have noted the tremendous saving 
and economies in operation annually. The Danish East Asiatic Co. 
is one of the most prosperous steamship companies in the world 
and has been since the bevitning of the use of these motor ships. 

The CuatrMAN. Can not you understand that the new administra- 
tion coming into the Shipping Board upon your retirement, finding 
contracts haying been awarded for hundreds of ships, with ships 
under construction already requisitioned, with ships in the fleets on 
the high seas commandeered, with arrangements having been made 
for the cessation of bridge building and of building operations gen- 
erally except where absolutely necessary, with the steel supply prac- 
tically diverted toward shipbuilding operations, with all the engine 
builders of the country arranged with for the construction of steam 
eee : : : ; : 

fr. DenmMAN (inverposing). And with the Diesel engine builders 
at that time, Mr. Chairman. 
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The CuarrMan (continuing). With the steam engine builders 
having been arranged with, or contracts having been entered inio 
with them, with the great emergency which confronted the board, 
that they would naturally hesitate about departing from that pro- 
gram and entering upon a new line of engine construction using a 
different fuel. 

Mr. Denman. They were not departing from my program. You 
are describing things that I handed over to them, and a part of that 
was this contract. which was not signed; nor were the facilities eom- 
mandeered, and it would not have interfered wiih any building of 
steamships. 

The Crarrman. The contract was not signed because you had not 
decided which way you would do it, had you? 

Mr. Denman. It was not signed by my successors because they 
did not decide—— 

The Cuairman (interposing). No. it was not signed by you, you 
told us on yesterday, because you were debating whether you would 
commandeer the plant or whether you would have it done under 
contract. 

Mr. Denman. That is quite correct. 

The CrarrMan. Well now, you had not decided that matter ? 

Mr. Denman. Well, I had had it two days. 

The CuarrMan. You took two days to decide ? 

Mr. Denman. No; I say I had two days or maybe three. The 
fact is that the project was decided on and was handled over to our 
successors with the rest of our projects. The British were building 
them during the war, and as have had a iremendous fleet if they 
had not used all their Diesel plants for building submarines; and they 
were able to translate iheir Diesel faciories for land engines into 
Diesel factories for submarines, which engines for the latter use are 
more complicaied than the other engines—and they did this during 
the very middle of the war, when she was almost starving. 

The Cuazrman. Did the Navy build any Diesels for submarines ? 

Mr. Denman. Yes, sir; two of these factories I mentioned. 

The CrairMAn. Built Diesel engines for submarines? 

Mr. Dendran. I think they did. But I would prefer for the Navy 
to state that. : : 

The CuatrMan. I am asking only for your knowledge. You 
apparently have made a careful siudy of this problem and I am asking 
if you have inquired or if you know whether the Navy built any 
Diesel-propelled submarines or other craft during the war, or made 
contracts for them with Diesel engine builders. ; 

Mr. Denman. Yes; Mr. Chairman, ii did. 

The Cuarrman. It did? 

Mr. Denman. Yes. 

The CuarrMan. It might well be, Mr. Denman, that your suc- 
cessors went into this same question that you have got up, to the 
point of making a decision upon it, and in the exercise of good faith 
and the use of their sound judgment determined that it should have 
been delayed. 

Mr Denman. That might have been but it was not a fact. 

The CuarrMan. What is the fact ? 

Mr. Denman. The fact is that after I came on in January and 
reminded Mr. Hurley of our discussion on the previous July and 
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August, that he had forgotten that there was a contract offered and 
wondered whether it was in the files and ‘sent down and got it. 
Now, I have no doubt—and I am not criticizing the good faith of 
those gentlemen. The last thing in the world I want to do is to 
criticize Mr. Hurley’s good faith. When we had up tho fight on the 
Cunard ships he was with us. Hurley has been right, but he didn’t 
know anything about shipping. All he has done on Diesels is to turn 
out journalistic articles praising them—I call them journalistic ersatz 
and not real ships. 

The Cnarrman. He had not signed the contract in January ? 

Mr. Denman. No. 

The Cuatrman. Did you follow it up? 

Mr. Denman. I did not follow it up. I have no interest in it now 
except as a citizen, and I could not hang on and press Mr. Hurley; 
besides, it would be unbecoming in the case of a man who had left 
the service under the circumstances I had left it, to be butting in. 

The Cuarrman. Did Mr. Hurley advance any reason why it was 
not gone through with ? 

Mr. Denman. Yes; because they were not shipping men. 

The CuarrmMan. I am referring to the visit of January when you 
say he found the contract when you asked him about it. 

Mr. Denman. I assume he found the contract. 

The Cuarrman. I understood you to say he sent and got the con- 
tract. 

Mr. Denman. I so understand. I was told by some members of 
the board afterwards that they got the contract and discussed it at 
that time. The Delaverne plant was engaged in manufacturing 
steam engines, and I understood that the thing was dropped in the 
See mess that arose out of shipping accounting and other diffi- 
culties. ‘ 

The CuarrmMan. Mr. Denman, when we adjourned on yesterday, 
you were proceeding to discuss another matter. 

Mr. Denman. I was speaking, Mr. Chairman, of the hysteria that 
swept over Washington, almost Anglomaniac in character. At the 
time and prior to the time of the arrival of the British Mission here 
the propaganda against the Diesel had already begun. I have seen 
something of hysteria in my lifetime. I started out with it when I 
was a football manager, and have seen college crowds almost go 
crazy. I have seen Central American mobs, and was through the 
great fire in San Francisco and the hysteria and the depression that 
followed it. The situation in Washington paralleled these things. 

I spoke on yesterday of the political-minded type. Men of that 
type ran with the popular movement of the time. I spoke of the 
hysteria at tea tables; I attended no tea tables myself, but the 
gossip and the spread of the doctrine went all through those circles 
and elsewhere. 

Now, gentlemen of the committee, the reason why Great Britain 
did not want us to build Diesels is contained in my statement. They 
were planning for them, were building them during the war, and are 
building this great number of vessels now. They got the Mesopota- 
mian oil fields out of the Versailles negotiations—subsequently thereto, 
but through the plans laid there. They were a aie nation 
at that time, and prior to the acquisition or prospective acquisition of 
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those oil fields they were not seeking to develop anything in regard to 
the oil-burning vessels. 

I spoke yesterday of the Cunard ships as illustrating the type of 
difficulty that we encountered in Washington. Now, there ‘was a 
disagreement in the board regarding the Cunard ships. Mr. Stevens 
wanted to turn them back. He did not know that the President had 
instructed me to get them. There were 30 members of the Congress 
who knew it, because the whole matter was discussed in the ite 
House conference, at what I called the only union war conference that 
was had during the war. 

Mr. Connauiy. Why didn’t Mr. Stevens know it? He was a mem- 
ber of your board, wasn’t he ? 

Mr. Denman. He had started his opposition to it before I had com- 
municated to him the President’s desire. In that connection I would 
say that what we all wanted to do with regard to the Cunard ships 
was to get them back without public knowledge of it; and my 
appointment as conferee with the British commission was discon- 
nected from my office as chairman of the board. My negotiations 
with them were 

Mr. Connaiy (interposing). You were acting in a dual capacity, 
as a sort of diplomatic representative and also as chairman of the 
Shipping Board, is that it 4 

Mr. Denman. Whether you call it diplomatic or not it was in con- 
nection with getting ships. I was chairman of the Shipping Board; 
in fact, I had three positions, you might say, at that time: First, I 
was a conferee working in connection with the British mission, which 
lasted several weeks; second, I was chairman of the Committee on 
National Defense, made up originally of shipping men of New York, 
with whom I spent a very large portion of my time; third, I was 
chairman of the Shipping Board. I was instructed and desiring to 
coordinate all those avenues of activity affecting ships. 

T am not criticizing Mr. Stevens, because he was sincere in his point 
of view. I am not going into that. I am merely pointing out the 
difficulties that arose there. Mr. Stevens brought us a great many 
men, brought to our employment a great many good men—Mr. 
Joseph Cotton, among others, a very able lawyer, and now one of the 
leaders of the New York bar, in Mr. McAdoo’s firm. On the whole 
he made many contributions to the work of the board. I am merely 
trying to give you a picture of the situation. Speaking again of Mr. 
Stevens, his work with the labor group was excellént. These ques- 
tions I mention are merely disagreements as to policy. 

Mr. Connatty. Pardon me, but I was not inquiring about Mr. 
Stevens. I do not know him and do not care anything about him, 
but was wondering why he as a member of the board was not told 
by you about this. 

Mr. Denman. Everything leaked in that board. 

Mr. Connatiy. Except that. 

Mr. Denman. No; I say that everything that I told in that board 
leaked. We were trying to prevent a public controversy over the 
Cunard ships, and to get them back without having the newspapers 
conduct, possibly, a fight on Great Britain while we were going to 
war with her as an associate if not as an ally. As a matter of fact, 
in a veiled way, the whole question of the Cunard ships was voted 
on in the Senate, and there it was very carefully kept, although the 
form of the resolution was a very obvious thing, and was adopted 
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by a vote, I think, 49 to 7 or 8 in the month of May, 1917, and the 
policy I advocated was supported. 

The Cuarrman. Did you as chairman of the board approve of a 
plan to build concrete ships ? 

Mr. Denman. No; that question did not come up in my time. 
There had been a discussion of concrete ships, but it had not, gotten 
to a definite proposal. 

The Cuarrman. No contracts were signed while you were chair- 
man for concrete ships ? 

Mr. Denman. No; not only were no contracts signed but no 
proposals were made to us. 

The Cyarrman. Did you take up the question of composite ships ? 

Mr. Dinan. I did not personally. 

The Cuairman. Were any contracts signed ? 

Mr. Denman. Yes, sir; there were contracts signed, that is to 
say, as an experiment. The composite ship involved the use of a 
certain amount of steel, and it was a question whether or not the 


_ gain in wood that was put on the vessels overcame the risk in attempt- 


ing to fasten wood and steel together. You see you haye diverse 
materials, and fastenings suitable for wood might not be suitable for 
steel. You have to run a rivet through both the wood and the steel 
in that type. I understand that the ships, as an emergency propo- 
sition, were fairly successful. 

The Cuairman. Did you have any advisers or unofficial assist- 
ants from the shipping world with whom the board consulted as 
these various problems came up before it during your administra- 
tion ? 


Mr. Denman. I was the chairman of the shipping committee of 


the Council of National Defense, and I had many consultations with 
those gentlemen, and they were very helpful. They knew the game, 
and 

The CuarrMANn (interposing). I asked, you if you had any unofli- 
cial advisers of shipping men with whom you consulted as these 
various problems came up before the board. 

Mr. Denman. I am speaking now of those men. 

The CuatrMan. Were they shipping men ? 

Mr. Denman. Allof them were shipping men. 

The CHairMAN. So you did have them? 

Mr. Denman. Oh, yes; I presume I had the strongest group in the 
United States. - 

The CuarrmMan. Did you discuss the question of this Diesel engine 
with them ? 

Mr. Denman. All those men agreed that the Diesel was advisable. 
The specific—— 

The CHAIRMAN (interposing). Can you give us the names of some 
of them? i 

Mr. Denman. Mr. P. A. S. Franklin; Mr.—I can give you a list of 
that committee, but the specific men who had had Diesel experience 
among them, I do not recall. 

The Cuarrman. No; I am not talking about men who had had 
Diesel experience or anything else. I want to know if you as chair- 
man of the Shipping Board had the benefit or the opportunity of con- 
sulting with practical shipping men, and if you did consult with them. 

Mr. Denman. I consulted day after day —— 

The CHAIRMAN (interposing). Can not you give us their names? 
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Mr. DenMAN (continuing). And I consulted with them many times 
atnight. Iwas going to give you the names, but you restricted me 
in my answer. 

The CuarrMan. No; I said in the various problems that came be- 
fore the board did you consult these shipping men of practical expe- 
rience. I did not restrict your answer. 

Mr. Denman. Mr. P. A. S. Franklin, Mr. Raymond, Mr. Sherman, 
of the Grace Co. and the Pacific Mail Co.; Mr. Bull and Mr. Munson 
in the West Indies and the South American trade. There was a gen- 
tleman from the Standard Oil fleet, but I have forgotten his name. 
I will think of it in a moment. 

The Cuarrman. Was Mr. Luckenbach of the Luckenbach line one 
of those whom you consulted ? 

Mr. Denman. Yes; Mr. Luckenbach came to us, and I remember 
we were particularly indebted to him in the matter of personnel. We 
had two or three men proposed that Mr. Luckenbach gave us the his- 
tory of and saved us making one bad break in employment. Mr. 
Luckenbach had had a very stiff experience—he was outside of the 
inside group in New York, had been an independent, and had learned 
shipping economy under the fiercest competition. AsI say, I did not 
know the inside of the New York shipping world, and those gentlemen 
that I consulted with were, many of them, or at least some of them, 
tied up with British interests. My opinion of those men was that if 
they could have been free from that influence, as they would liked 
to have been, and could have run their ships as they wished, they 
would have run them strictly American. 

Take Mr. Franklin, who was the head of the International Mercantile 
Marine. That was a parent company, owning all or nearly all the 
stock of three or four English fleets owned by English corporations. 
Under a wise provision of the English law, from their standpoint, the di- 
rectors of those corporations had to be Englishmen, and during the war 
had to be persons agreeable to the Central Ship Control. Mr. Franklin 
wanted to get those ships out and makeitan American company. At 
that time he was being bitterly attacked by various people, as being 
tied up with the British. To mention Franklin in connection with 
measures in the Congress at one time would have instantly suggested 
a British connection. But so far as his work with me was concerned, 
and the advice that I got from him, Mr. Franklin—and I analyzed 
what he said closely—was never un-American. 

Now I repeat, as I did not know the inside of the New York ship- 
ping organization I had to proceed very cautiously. 

The CuarrMAN. Was there anybody on the board who did know it? 

Mr. Denman. No. 

The CuHarrman. Didn’t Mr. Baker know it? 

Mr. Denman. Mr. Baker’s experience was in one branch of the 
International Mercantile Marine. Mr. Baker retired, as you will 
recall, before the board was organized. Mr. Donald ran a small line 
of ships in the South American trade, but Mr. Donald did not know 
these larger men in the shipping worid. I remember once, when 
this committee came to my office, oi Mr. Donald asking me to point 
out who certain well known shipping men-were in the group. So I 
was helpless except as I was able to discover for myself the situation, 
but by the time I left I was pretty familiar with the situation. 

The CHarrMan. Did you have any official of the Board or Fleet 
Corpoiation whose duty it was, before a yard was established, to 
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visit the proposed site and report back to the Board or the Fleet 
Corporation before the contract was signed ? 

Mr. Denman. I understand that Gen. Goethals had such inspec- 
tors. I myself was not familiar with it. 

The CuarrMan. Did you make sure that that was done? 

Mr. Denman. I did ‘nothing in the way of interfering with or 
inquiring into the activities of Gen. Goethals, and I agreed when he 
came there that he should have absolute control of the details of 
manufacturing ships. And that is the way it should have been, and 
the responsibility should have rested there. It was impossible for 
me to enter into all those matters of policy, to conduct all the different 
negotiations, try to coordinate shipping as a living enterprise, and 
also attempt to manufacture ships. 

The CuarrMan. Would you call that a question of detail, as to 
whether a new yard, a new plant, was to be established ? 

Mr. Denman. In the mass of the business, yes. If we had but 
one yard already existing, or one proposed new yard, and we were 
building half a dozen ships, and there were any policies to be estab- 
lished, I of course would have followed that. But in the great 
expansion all that was turned over to the general manager. As a 
matter of fact, Mr. Chairman, if we could have gotten the Hog 
Island question out of the way, and the Diesel project started, Gen. 
Goethals would have been as independent of interference of the 
board as Mr. Schwab believed when he became director general. 
I was responsible for the Emergency Fleet Corporation as distin- 
guished from its general manager, receiving the power from the 
President to build ships, and it was my intention, as soon as the 
Diesel and great fabricating question was out of the way and I 
knew the details so that I could explain them to the Congress, that 
we should have nothing more to do with the details of construction; 
and the general manager, as directot general of shipping, should be 
made personally responsible and have the power and the full power 
to carry out the program. I believe in that method. I believe in 
placing individual responsibility and keeping your hands off. 

The Cuarrman. You felt that when a contract came up to you 
recommended by Gen. Goethals for the establishment of a new yard 
at a point where no shipping activities had ever before occurred, 
that all you need look for was the signature of General Goethals for 
you to sign the contract ? 

Mr. Denman. Yes; and for the reason that we never would have 
gotten the efforts that we did get if we had not put ways where 
ways had never existed before; in some places, in ports of other places 
where ships had never been built before. 

The Cuarrman. And don’t you know that you put ways where 
ee had never existed before and that you never got a ship off 
them ? 

Mr. Denman. I do not know that, but I imagine quite likely that 
happened. 

The CHAIRMAN. What advantage could that be in the building of 
this great fleet ? 

Mr. Denman. No more advantage than the gunpowder we had 
after the war was over. If you want to call it a break, it was one of 
the breaks, or one of the cases of unsuccessful attack in the ship- 
building program. It is just as any attack in the war might have 
been unsuccessful, as many of them were, when made by the troops. 
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The Cuarrman. Didn’t you have some well-established policy as 
to the establishment of new shipbuilding plants, as to where they 
should be, and the number of ships that were to be constructed, and 
the number of ways to be built? Now, of new plants, I mean; 
didn’t you have some general broad policy along that line ? 

Mr. Denman. Yes; I think Gen. Goethals had the general broad 
policy of 

The CrarrmMan (interposing). I mean, didn’t you ‘as chairman of 
the Shipping Board, and the Shipping Board itself, before it got to 
Gen. Goethals, before this particular discretion was turned over to 
him, have some particular policy under which new shipbuilding plants 
were to be established and the matter as to their location laid down. 

Mr. Denman. There was a broad policy, but the power was allo- 
cated, Mr. Chairman, to the Emergency Fleet Corporation, and not 
to the Shipping Board. 

The CuarrMan. What was the broad policy of the Shipping Board 
with reference to the construction of new shipbuilding plants ? 

Mr. Denman. To construct new shipbuilding plants wherever the 
technical investigation indicated that we might established a plant, 
get the labor; and, better than that, get the managerial energy and 
capacity to assemble the superintendents and draftsmen, because 
drafting is an essential thing in beginning ships—and particularly to 
find labor that was adaptable to the building of the class of ships to 
be built. For instance, in building wooden ships it is desirable to 
get as near as possible men who are experienced in handling timbers, 
even though they may never have slung an adz in a ship’s hull or 
in a yard where timbers for ships are prepared; to get loggers and 
millmen familiar with handling large timbers is more desirable than 
Loe al and unskilled labor of various kinds, which finally had to be 

rafted. 

The Cuarrman. Did you ever decline to sign any contract that came 
to your desk with Gen. Goethals’s approval ¢ 

Mr. Denman. No. I asked for modification in some cases. 

The CuarrMan. Did you ever ask Gen. Goethals to recommend 
or to approve contracts which you or the members of this committee 
had disapproved of ? 

Mr. Denman. No. 

The Cuarrman. Did you in any way yourself, or by request of 
others, attempt to influence General Cethnle'é decision in the rec- 
ommendations he made as to the awarding of contracts ? 

Mr. Denman. No; Mr. Chairman, and I have not done it since in 
my maritime practice, which has brought me in contact with many 
yards since I lest the Shipping Board. I have made no attempt at 
any time to secure any contracts for any clients of mine. 

The CrarrMAn. Were ‘you president of the board when the ques- 
tion of the Austrian ships came up? 

Mr. Denman. Yes; but my connection with that was not as 
president of the board, although I was president, and I was chosen 
for that reason. I was the direct agent of the President, and he had 
a special fund given him by the Congress, which was used for that 
purpose. 

he CuarrMANn. Well, the board passed on the question of the 
Austrian ships, did it not? 
Mr. Denman. No, sir; it had nothing to do with them. 
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The Cuarrman. The Shipping Board did not? 

Mr. Denman. No. 

The Cuarrman. Do you know whether or not the minutes of the 
Shipping Board show that it participated in the question of the 
disposition of the Austrian ships ? 

Mr. Denman. You are speaking of disposition now. I was speak- 
ing of the purchase. The disposition of the Austrian ships was 
made after I left. 

The Cuarrman. Well, do you know whether or not the minutes of 
the Shipping Board show that it participated in the acquisition of 
the Austrian ships ? 

Mr. Denman. No; they do not, Mr. Chairman. If you want the 
whole story —— 

The CHarrMAN (interposing). I am asking you now whether the 
minutes of the board disclose that the Shipping Board participated 
in the negotiations or the dealings had with reference to the acquisi- 
tion of the Austrian ships. 

Mr. Denman. I can say no, the minutes do not show that, because 
the Shipping Board did not have anything to do with the acquisi- 
tion of the Austrian ships. But the Shipping Board had had nego- 
tiations prior to that for their charter, but the board itself had 
nothing to do with their purchase. That was a new plan proposed 
by the President and carried out by Mr. Baruch and aysall. 

The Cuarrman. Didn’t you appear before the War Industries 
Board as chairman of the Shipping Board in the matter of the 
acquisition of the Austrian ships ? 

Mr. Denman. No; I appeared before the Council of National 
Defense, at their request, to make suggestions as to where we could 
get tonnage for immediate use. And at that time it was contemplated 
that we would enter into chartering arrangements with the Ameri- 
can purchasers of the Austrian ships. 

The Cuarrman. Didn’t you appear before the War Trade Board, 
as chairman of the Shipping Board, in that connection ? 

Mr. Denman. It was organized after that time. 

The Cuarrman. The War Trade Board was not then organized ? 

Mr. Denman. No, sir. 

The Caarrman. Then this is a fourth capacity in which you ap- 
peared while you were chairman of the board. One was as chair- 
man of the committee of the Council.of National Defense, and the 
others were as representative of the President in connection with 
the Cunard contract, and chairman of the Shipping Board, and then 
you also appeared in another capacity with reference to the acquisi- 
tion of the Austrian ships. 

Mr. Denman. That is correct; although the Cunard matter was 
under way by me before I got the President’s indorsement of what 
I purposed to do. 

The Cuarrman. Undertaken on your own account? 

Mr. Denman. Yes; a function in a war way. 

The Cuarrman. As representing any particular interest ¢ 

Mr. Denman. I do not think I thought much about that; I wanted 
to get ships. 

The Cuarrman. For whom ? 

Mr. Denman. For the United States. 


SHIPPING BOARD OPERATIONS. 3231 


The CuarrmMan. Was this the result of some conference with the 
President that this matter was turned over to you? Did you big 
it to his attention, do ‘you mean ? 

Mr. Denman, I brought it up at this session of the allied repre- 
sentatives and of the House and Senate, which was held in the 
White House on the 9th of May, 1917, at which my whole project 
for building steel and wooden ships then embodied in legislation 
in a proposed bill, was discussed by those gentlemen. As I look 
back on the things I did in Washington I believe that was one of the 
most significant. I! think if every bill, the food bill, and every one 
of the large war measures, which were under discussion and bitter 
discussion, in the two Houses, had been the subject of the kind of 
conference that we had over our legislation, that many of the diffi- 
culties which arose in the Congress would have been smoothed over. 

The CuarrMan. Well, you were chairman of the Shipping Board at 
that time? 

Mr. Denman. I was chairman of the Shipping Board from the 
20th of March until the 24th of July. 

The CoarrMaAn. And this was on the 19th of May. 

Mr. Denman. The 9th of May. 

The CHarrMan. Yes; the 9th of May. 

Mr. Denman. Yes, sir. 

The CHarrman. You were chairman of the Shipping Board at 
that time? z 

Mr. Denman. Yes, sir. 

The CuarrmMan. Did you start to add to your answer ? 

Mr. Denman. I presented to the assembled group of legislators 
and the Prasident, our whole shipping program, and I pointed out 
that in order to make it successful we would have to stop the build- 
ing of high buildings and steel bridges and run all the yards on the 
two or three shift ‘basis, and that these Cunard contracts stood in 
the way. And I was requested by the President, acting as conferee 
with the British Commission, to obtain from Mr. Balfour an amicable 
agreement for their return. 

The CHarrman. How did you secure an appointment from the 
President to negotiate with reference to the acquisition of the Aus- 
trian ships? Was the appointment in writing ? : 

Mr. Denman. No; and the circumstances were these: At the time 
the Council of National Defense was asking concerning the obtain- 
ing of additional tonnage, I think under the pressure of the pleadings 
from the French, and we started in to negotiate with the Pyne 
syndicate and its representatives in New York for a charter of the 
vessels. ‘Subsequently, and I have forgotten the exact date but it 
was in the middle of April, the President asked me about this tonnage, 
and I assume that paahably Mr. Baker, who was the chairman of the 
council, had been talking to him about it, because he asked me not to 
secure a charter but to secure the ships, and to secure them at cost, 
so that in the first negotiations for the purchase of ships there would 
be an example to the country on a no-profit transaction. I was 
opposed to this His 

I'he CHarkMAN (interposing). Isn’t it a fact that notwithstanding 
you acted in these several other capacities, that the reason you were 
appointed was because you were chairman of the Shipping Board, 
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and these were shipping problems, and that rather than have the 
entire board act upon the matter the President asked you to carry 
out the negotiations ? 

Mr. Denman. That is correct. 

The Cuarrman. They were shipping problems, were they not? 

Mr. Denman. Oh, the Austrian ships were a splendid addition to 
our ficet. 

The CuarrMan. In none of these other capacities did you receive 
any appointment or commission actually signed by the President ? 

Mr. Denman. I received notification from the State Department 
in connection with the conferences on ships, but what communica- 
Hoe passed ketween the President and this department I do not 

now. 

The Crarrman. Mr. Denman, you never received any appoint- 
ment or commission signed by the President designating you as. 
commissioner or confevee or anything else ? 

M>. Denman. I-did not receive it; no; not in the sense of having 
had handed to me a paper with the signature of the President thereon. 

The Cuarrman. Did you make the appointments of the various 
officials of the beard? 

, Mr. Denman. No; I made no appointments. I had no power to 

0 80. 

The Cuarrman. Who had the power? 

Mr. Denman. The board. 

The Cuarrman. Did you sign the commissions for the various 
appointees of the board ? 

Mr. Denman. My recollection is that the only thing we did was to 
pass a resolution by the board. 

The Cuarrman. Who appointed, for instance, the stenographers to 
the board; did you appoint them? 

Mr. Denman. Yes; they were all appointed by resolution. 

The Cuarrman. And as president of the Emergency Fleet Corpora- 
tion, how were the officials of that organization appointed ? 

Mr. Denman. By Gen. Goethals. 

Tho CuarrMAN You made no appointments to the F eet Corpo- 
ration ? 

Mr. Denman. None whatsoever. 

The CuarrmMan. Did you ever ask that anybody be appointed in 
that organization ? 

Mr. Denman. No. There was a question as to whether Mr. 
Eustis should remain with our organization or should go with Gen. 
Goethals and Gen. Goethals and I had some discussion over that 
matter and I said it was for him to decide, but that I thought Eustis 
would be useful to him. They’ ultimately had a disakreement and 
Bustis left the Emergency Flect Corporation and remained an em- 
ployee of the Shipping Board, and he finally devised that scheme 
for cutting vessels and getting them out of the Great Lakes. I say 
he devised it; I mean he perfected it. It was well known at the time. 

The CHatrmMan. If Gen. Goethals was vested with this broad dis- 
cretion with reference to the establishment of new plants and new 
yards, and with recommending and signing of contracts, what was 
the-e that brought the Hog Island project to your attention and 
which resulted in a difference of opinion between you and the 
general ? : 
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Mr. Denman. The magnitude of the project and the public atten- 
tion that it occupied; the imminence of our demand for more money, 
to be made before the Congress, and my obligation to appear before 
congressional committees. All that we desired from Gen. Goethals 
was a more complete statement as to the project, and I believe if we 
could have convinced the General that it was not the beginning of a 
series of invasions of his prerogatives that we would have had no 
difficulty there. 

The CHatrMAN. Have you some questions, Mr. Foster? 

Mr. Foster. Nothing ‘further than the one I inquired about 
yesterday. I want to ask you, Mr. Denman, if during the time you 
had charge of the contracts the Skinner and Eddy contract, in 
Seattle, in the form referred to yesterday, came up? I gathered the 
information out there, Mr. Denman, that it was a contract peculiar 
and different from others in that no inspection of their books and 
accounts was permissible unless they had authority from the home 
office in the East. I thought you might give as some information 
as to how such a contract would be in the position of standing out 
by itself as to this provision from others on the coast. 

Mr. Denman. My impression is that Skinner and Eddy got their 
re after my time, and ‘if it was after my time I would not 

ow. 

Mr. Foster. I asked you because you referred to it. 

Mr. Denman. I was referring to something entirely different from 
the matter of expense or conditions of the contract. I was referring 
to war efficiency. I know nothing of the details of that contract. 

Mr. Foster. Who would know about that? 

Mr. Denman. You can get a copy of the Skinner and Eddy con- 
tract. 

Mr. Foster. We have had that, but who would know of the con- 
ditions existing at the time that the contract was made, and who 
could explain why it contained a different, provision from any other 
contract on the Pacific coast, which provision was that the United 
States district auditor had no right to look at the books until he got 
authority from the office in Philadelphia. Where might this com- 
mittee, in your judgment, go to find the situation existing, if any 
there was, to warrant that kind of contract standing out by itself. 

Mr. Denman. If Admiral Capps signed that contract he could tell 
you who the person was who was responsible for drawing it up. 
Tf it was Admiral Bowles, he could tell you. Those were the two 
men in succession in charge of shipbuilding after Gen. Goethals left. 

Mr. Fosrer. You would not know anybody else other than these 
two men ? 

Mr. Denman. Those were the men who were responsible. 

Mr. Foster. Was any contract made with Skinner and Eddy while 
you were chairman of the board ? 

Mr. Denman. I say my impression is that it was after my time. 
I do not recall signing any Skinner and Eddy contract. 

Mr. Foster. That is all, Mr. Chairman. 

The Cuarrman. Any questions, Mr. Connally ? 

Mr. Connatty. I want to ask Mr. Denman one or two questions. 
Mr. Denman, this controversy that arose between you and Gen. 
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Goethals resulted in the resignation of both of you at the same time, 
did it not? 

Mr. Denman. I do not know whether it was the controversy or 
not. The President has never indicated to me whether it was the 
controversy with Gen. Goethals or what it was. 

Mr. Connatty. Well, both of you resigned simultaneously ? 

Mr. Denman. Yes, sir; simultaneously. 

Mr. Connatiy. My object, though I can not follow it up, because 
you probably would not know, or what I was wondering was as to 
why there was no decision made between you ? 

Mr. Denman. Because there was really nothing to decide. 

Mr. Connatty. Very well. You spoke about Mr. Stevens being the 
Suet member of the board. How long was Mr. Stevens on the 
oard ? 

Mr. Denman. Mr. Stevens retired from the board just prior to his 
candidacy for the Senate in the State of New Hampshire in this last 
peta He was on the board from about the 18th of March, 
1917. nen I spoke of him being the political member of the Board— 
and I want again to be understood as not treating that as a term of 
derogation—I mean I had not what is known as political sense. Mr. 
Stevens was a very valuable man in many ways. Despite his attitude 
on the Cunard ships he was sent to aelend as the Shipping Board’s 
representative there. 

Mr. Connatty. Did you mean by the term ‘‘the political member”’ 
that he was not a practical shipping man? That is really what you 
meant, wasn’t it? 

Mr. Denman. I think more than that. He had a certain kind of 
political sagacity. For instance, he wanted us to keep ourselves 
secure with the White House in the Bolling appointment; and he 
wanted us to ride with the English at the time it was unpopular to 
disagree with them. He was a man who sensed the general prevailing 
political conditions. 

Mr. Connatiy. You spoke in your testimony of the mess that had 
resulted from lack of a proper accounting system. What, if anything, 
was done eure your administration with reference to outlining a 
general plan of keeping the expenditures, the disbursements, both of 
the Shipping Board and the Emergency Fleet Corporation, in a 
systematic manner? Was anything done? Who was in charge, 
and who was supposed to direct those things ? 

Mr. Denman. That was a matter of board policy. You will recall, 
Mr. Congressman, that the power to do this was not allocated to us 
until the 11th of July, 1917. 

Mr. Connatty. The power to do what ? 

Mr. Denman. To allocate the functions of shipbuilding and ship- 
ping operations to anybody. On the 15th of June, 1917, the Congress 
passed the war ship bill. The form of that bill gave to the President 
all the powers, and it was for him to allocate those powers amongst 
such agencies as he chose. Now, on the 11th of July he made the 
decision between operations and shipbuilding, and when I sat down 
with Mr. Hurley I called his attention to the division, and told him 
that in our opinion he should create a new corporation so that he 
might have in one corporation the operation of ships and in 
another the manufacture of ships. 


SHIPPING BOARD OPERATIONS: 3235 


Mr. Connatiy. Well, I know, but what were you doing about 
your accounting while you were in there? You were spending money, 
and did you have any comprehensive plan of accounting, either 
in shipbuilding or in operation ? 

Mr. Denuam. We had a complete system of accounting at the 
time. We were getting no money, you know, from operations. We 
were operating in this way: We repaired these German ships and 
turned them over to the different allies, who operated them on a 
compensation to be later fixed. I was yesterday asked the date 
when we started that activity in New York. It was on April 6, 1917, 
the day*that we entered the war. 

Mr. Connaty. I believe that is all, Mr. Chairman. 

Mr. Kexrey. Following along that same line, Mr. Denman: Dur- 
ing the early part of your administration large sums of money were 
advanced to the various shipbuilding companies, and great quan- 
tities of material were provided for ships. Do you recall whether 
there was at that time a proper system of keeping track of the material 
that went into various yards—or would that go to Gen. Goethals? 

Mr. Denman. I knew nothing about that. I imagine that none of 
those new yards had gotten to the point where materials had been 
oT m any large quantities.~But that is a mere question of 

razard, 

Mr. Kerrey. That would have been a good time to have inaugu- 
rated your system—before you got a large part of your material. 

Mr. Denman. Oh, I have no doubt Gen. Goethals would: have 
had it organized as well as he did on the canal if he had continued; 
but you will remember we were only going 12 days under the author- 
ity. Prior to that time he was trying to stimulate shipping men 
to get the work started at all. 

Mr. Kettey. You mean that you only had 12 days of actual 
service when you could pay out money ? 

Mr. Denman. No; we paid out money without authority. 

Mr. Ketiey. I know; hue that is something, of course, you ex- 
pected would be ratified ? 

Mr. Denman. Oh, yes. : 

Mr. Keviey. Who was the first comptroller of the Shipping Board 
and of the Fleet Corporation ? 

Mr. Denman. Mr. Soleau. 

Mr. Kettry. This was, of course, destined to be a very large 

roject, this shipbuilding business. You knew when you started 
in it was going to be an enormous corporation in volume of business 
and in money handled. What qualifications did Mr. Soleau have 
for the handling of the books, keeping track of these funds, and 
keeping track of the materials which were to be assigned to those 
various companies ? 

Mr. Denman. Mr.Soleau was the auditor for the Shipping Board 

Mr. Ke.xey (interposing). I know, but what Re ae had he? 

Mr. Denman (continuing). And Mr. Olla was, as I recall, the 
auditor for the Emergency Fleet Corporation. He was chosen by 
Gen. Goethals, and I am not aware what prior. experience he had. 

Mr. Ketter. Mr. Denman, it would seem as though the Treasury 
Department could have set up a system of books for you which would 
have been in harmony with the other systems of bookkeeping of the 
Govermnent, and if that had been done you could have kept out of 
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the trouble that we got into. Why wasn’t the Treasury Department 
called into that matter ? 

Mr. Denman. I do not know what Gen. Goethals did about that. 

Mr. Ketuny. Wasn’t the comptroller in fact the joint comptroller 
of the Shipping Board and of the Emergency Fleet Corporation. 

Mr. Denman. My recollection is that the entire question of manu- 
facture and manufacturing accounts was under Gen. Goethals and 
that Mr. Soleau had charge of Shipping Board funds. 

Mr. Ketiey. But I understood you to say that the Shipping 
Board made the appointments, even down as low as the place of 
stenographer. . 

Mr. Denman. No; you misunderstood me. They made appoint- 
ments for Shipping Board activities which were policy and operation. 
Gen. Goethals made all the appointments on the manufacturing 
end, and that was provided in one of the by-laws of the Emergency 
Fleet Corporation on April 18, 1917. 

Mr. Ketiry. To cut it short, if there was none or an improper 
method established in the matter of accounting and keeping track 
of the supplies of the Government, that responsibility falls on Gen. 
Goethals and not on you? 

Mr. Denman. That is correct; but it must be remembered that 
Gen. Goethals did not have the perfecting of his system; that he was 
striving during all that time he was there to stimulate production. 

Mr. Keuuey. I know, Mr. Denman, but the testimony before this 
committee has been that in some cases the board did not even know 
where the funds were; did not know how much they were; and the 
system was so faulty that the board did not even have knowledge of 
where the moneys were deposited nor in what amounts. 

Mr. Denman. Nothing of that kind existed during Gen. Goethals’ 
time, because we had not gone far enough. 

Mr. Kerrey. You had funds? 

Mr. Denman. We had funds, and I will wager this, which is a mere 
wager or hazard, that every fund could have been located. 

Mr. Ketiry. You took over in your time the ships that were being 
built on private account? 

Mr. Denman. No; that was after I left. 

Mr. Ketiey. There was no commandeering of ships in your time? 

Mr. Denman. No. As I say, in the last meeting we had up the 
question of a list of contracts of private persons then in existence and 
the vessels being constructed and to be constructed, which had not 
been completely compiled, and we requested at this last meeting a 
complete compilation thereof. That was necessary for a perfection 
of the policy of commandeering. 

Mr. Ketiny. That would fall to Gen. Goethals also? 

Mr. Denman. Yes, sir. 

Mr. Kruiny. And the policy of commandeering and the keeping 
track of commandeered materials ? 

Mr. Denman. There are two questions involved there: (1) The 
commandeering policy, involving, as it did, the vessels of foreign 
owners, which would be done by the Shipping Board in conjunction 
with Gen. Goethals; and (2). keeping ane of materials, contracts, 
contract obligations, which would fall to Gen. Goethals. 

Mr. Ketter. Then if it did appear that the Government comman- 
deered material of these various yards belonging to private enterprise, 
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and made at. the time no inventory of that material, so that it was 
almost impossible to settle later on, the fault for that would be with 
Gen. Goethals? 

Mr. Denman. Why, no. Gen. Goethals would have had abundant 
time in the next 60 days or three months, if he had remained, to have 
made a list of the material, and to have 

Mr. Ketiey. (interposing) How could he do that when he was 
sending new material in there all the time to finish ships ? 

Mr. Denman. The amount of new material that was going in on 
the commandeered ships at this period would not have been of any 
considerable quantity, because we had not commandeered. The 
commandeering of ships came about two or three months afterwards. 

Mr. Keutizy. Then, Gen. Goethals’s successor would be responsible 
for anything of the sort I have indicated ? 

Mr. Denman. Yes; it had not come up. Commandeering did not 
come in my time. We could not commandeer until we got the 
order from the President, and the order did not come until July 11. 

Mr. Ketitzy. Who was Gen. Goethals’s immediate successor ? 

Mr. Denman. Admiral Capps. 

Mr. Keiiey. But he did not stay long? 

Mr. Denman. No; Admiral Capps was sick. 

Mr. Ketiey. Then who follewee him? 

Mr. Denman. Admiral Bowles. 

Mr. Kerry. Did he stay very long? 

Mr. Denman. I think he stayed until Mr. Schwab came in the 
following April. 

Mr. Kretiey. Where was Mr. Piez; where did he come in? 

Mr. Denman. Now, I can not give you that. 

Mr. Ketiny. Well, that is a matter of record. 

Mr. Denman. Yes. I can not give you the successions of authority 
there. I think Mr. Piez was under Admiral Bowles at the start and 
afterwards succeeded him, but I do not recall definitely now. As a 
matter of fact, I was trying to pull my law practice together in 
California at that time, and my recollection of Shipping Board affairs 
as of that time is not entirely clear. 

Mr. Ketixy. Then, any defects growing out of improper accounting 
arose after your time? 

Mr. Denman. Yes, I think a very large part is traceable to failure 
to make segregations such as the orders contemplated, and that, to 
a business man, would seem obvious. In my own business to-day 
I would no more have a blending of accounts of that character than 
T would think of keeping no accounts at all. My own cost sheets run 
out to the fourth decimal. 

Mr. Ketiey. Do you recall what the qualifications of Mr. Soleau 
were, and what experience he had in this kind of work? 

Mr. Denman. Yes; he had been in the government departments 
for years as an auditor. 

Mr. Kertiey. Wouldn’t it strike you that such a project of such 
immense size would require the best accounting talent in the country 
to organize a system of books? 

Mr. Denman. Mr. Soleau was on the Shipping Board side and not 
on the Emergency Fleet side. 

Mr. Ketiry. I don’t care which side he was on if we could onl 
have a proper set of books on either side or on both sides, so as to tell 
where the material would go and to keep track of it. 
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Mr. Denman. Mr. Soleau, Mr. Congressman, had nothing to do, 
as I recall it, with the question of materials. But Mr. Soleau had 
for years been with the Treasury Department and understood treas- 
ury methods. I had no difficulty in obtaining money from the treas- 
ury or in satisfying the treasury requirements during the time I was. 
chairman of the board. 

Mr. Keiiey. Well, but of course you understand now there are: 
some $1,500,000,000 of accounts that the Treasury Department re- 
fuses to pay. 

Mr. Denman. I understand there is a dispute—— 

Mr. Ketiery (continuing). Because of faulty accounting. 

Mr. Denman. Yes; I understand there is a dispute as to whether 
or not the ordinary business method of auditing bills before paying 
them, or the Government method of auditing after ayments, should 
have prevailed. I am not in a position to solve that dispute; and,. 
as a matter of fact, [ am not familiar with Government accounting. 

Mr. KeLtiey. Who fixed the duties of the treasurer? He must have 
had considerable to do even in your day. 

Mr. Denman. I do not recall how the treasurer’s duties were fixed. 
My impression is that the auditor was the chief adviser to the treas- 
ake in the matter of methods of acquisition and disbursement of 
funds. © 

ae Ketter. The treasurer was under the control of the comp- 
troller? 

i Mr. oe Are you referring to the comptroller of the Shipping 
oard ? 

Mr. Ketiry. I understand that the comptroller of the Shipping 
Board and of the Emergency Fleet Corporation were one and the 
same person. 

Mr. Denman. Well, we had no comptroller in that sense in my 
time at all, 

Mr. Keiiey. How was that ? 

Mr. Denman. I say, we had no comptroller in that sense in my 
time at all. I think you will find that during the period immediately 
succeeding me these rnatters were finally worked out. We were just. 
in the process of establishing a system. 

Mr. Ketiey. They were not worked out. What I am getting at. 
is this, Who fixed the duties of the treasurer, who determined what 
his powers should be; the board or Gen. Goethals or yourself or who ? 

Mr. Denman. The treasurer of the Emergency Fleet Corporation, 
which had the construction of ships, was under the control of Gen. 
Goethals. 

Mr. Ketiey. There never was but one treasurer, was there, of the 
two organizations? I mean, there was one office. You did not have 
a treasurer of the Shipping Board and a treasurer of the Fleet Corpo- 
ration, too, did you? 

Mr. Denman. I can not recall whether the two functions were per- 
performed by one man or not. My impression is that they were. I 
can get the data on that for you. 

Mr. Ketiey. Do you remember who the treasurer was ? 

Mr. Denman. I think it was Mr. Stevens. 

Mr. Keittey. A member od the board ? 

Mr. Denman. He was also a member of the directorate of the Emer- 
gency Fleet Corporation. 
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Mr. Kriiry. Wasn’t Mr. Smith the treasurer 2 

Mr. Denman. You will have to let me refresh my memory on that. 

Mr. Ketiry. How could it happen, even back as far as your day, 
that collateral securities of various kinds, put up for the’ safe per- 
formance of contracts, could be lost track of, so that nobody would 
know where they were or what they were? 

Mr. Denman. I presume on account of defective recordation. 

Mr. Ketiey. What was that answer ? 

Mr. DenmAN. I presume owing to defective recordation. 

Mr. Kenxey. Of course I realize that you were going along under 
a full head of steam, and had a great many things to think of, and 
probably the organization inception was the last thing you thought of. 

Mr. Denman. Well, I do not think so. 

Mr. Ketiey. What I meant to say is, that the machinery for car- 
rying on the work was delayed. 

Mr. Deyman. The machinery was developed as we went along. 
As I say, the great expansion was not on my branch, because I had 
no ships then to operate. It was on Gen. Goethals’s branch. But 
it was growing by leaps and bounds. The contracts were piling up 
and the business was expanding at a terrific rate, beyond, I think, the 
capacity of any organizing genius to carry on without friction. 
Take the Standard Oil Co. itself and ask it to-morrow to quadruple, 
and then again quadruple its activities, and get its staff of agents, 
subauditors, and its superintendents, and get railroad men and its 
pipemen; ask them to do that in six weeks or two months, and I 
will guarantee that their conditions to the outsider’s eye would 
somewhat parallel ours. It would be better, however, as the Stand- 
ard Oil is very efficient. 

Mr. Ketiry. The Navy Department expanded from 50,000 or 
60,000 to 500,000 men, and I never heard of any trouble with their 
bookkeeping although there was a great expanding of accounts. 

Mr. Denman. They had a going concern. They were familiar 
with all these transactions and simply took the young men and 
expanded out. 

Mr. Keriny. Could not the Shipping Board have perfected its 
organization——— 

Mr. Denman (interposing). It was perfecting it. 

Mr. Ketiry. (continuing). In order to keep track of funds and 
securities? The testimony before this committee is that bundles of 
securities were around in the hands of different persons and no record 
of where they were. 

Mr. Denman. I have not any excuse to offer for that, but I am not 
familiar with the situation you mention. Of course if that occurred 
it should not have been done. 

Mr. Sreexe. Is that an exactly correct statement ? 

Mr. Keriry. There is testimony that there were securities in the 
Girard Trust Co. and the Shipping Board did not know where they 
were; that they were there, and when they got them back they did 
not know whether they were all there or not. 

Mr. Denman. That was not true during my time. I remember 
that the only security I took was for an advance to a corporation 
furnishing timbers, which security consisted of a ship, and a mortgage 
was drawn very carefully, and there was not any question about its 
place of location. 
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Mr. Ketiey. When you took over the Austrian ships what did you 
do with them ? 

Mr. Denman. Repaired them, 

Mr. Ketiey. Who repaired them ? 

Mr. Denman. I can not give you a list of the repair yards. 

Mr. Krutny. I do not mean that, but did you repair them or did 
the Navy repair them ? 

Mr. Denman. We repaired some and the Navy repaired some. 
Mr. Yates and this committee, established on the first morning of the 
war, had to do with that. 

Mr. Kerrey. I am not particular about that. Then what did you 
do with them after they were put in repair? 

Mr. Denman. That was not solved until after I left the Board, 
because of the repairs—— 

Mr. Keiiey (interposing). You mean that the Government had 
these ships ? 

Mr. Denman. The repairs were not completed, except I think as 
to one or two and possibly three that were handed right over to the 
shipping organizations of our allies for the carriage of munitions. 
They had to leave here immediately. They were manned by us and 
turned right into their fleets until we got our power from the Con- 
gress. The idea was to have a general ship control committee of 
our own. 

Mr. Ketrey. Did you ever hear any complaints that those ships 
were turned over to parties who were allowed to operate them at a 
profit for three round trips ? 

Mr. Denman. That is another group of ships entirely. 

Mr. Ketiey. That is another group of ships? 

Mr. Denman. Yes, sir. I know something about that. There 
was a large group of Austrian ships, eight of them, seven or eight, 
purchased by Mr. Baruch and myself, with the Presidential money. 
Those were never allowed any free trips. Then there was a second 
group, with the Kerr and Clegg interests, the ramifications of which I 
did not understand, and I understand the Government is having some 
difficulty in unraveling. I was called on by Mr.—I have forgotten 
his name, but he was a big husky chap, and I understand an English- 
man—on behalf of Kerr and Clegg, just before I left the Shipping 
Board, and he asked me whether or not we were going to buy those 
ships. Now, it was before we got the powers from the President. 

At that time it was apparent that we were going to commandeer | 
everything. We had the commandeering powers given by the 
Congress, and I told him no, that as far as I was concerned that was 
the situation, but that I did not know what the board’s action would 
be; that if the question came to us I did not know what the board’s 
action would be, but that as far as I was concerned we were not going 
to buy those ships, but would get them in this general commandeering 
program, and thereby get control of them. 

T have seen the minutes of the board of October, 1917, in which 
free trips—well, I have forgotten whether it is a minute or a letter— 
free trips were promised to Kerr and Clegg, or to somebody own- 
ing that group of ships. And the reason I was interested in it 
was that the George Washington, the motor ship, could have been 
brought under the American flag early in August, 1917, if some 
arrangement for free trips had been given to them. You see she 
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was free, outside, and if they could have been allowed a certain 
number of free trips under the American flag Olsen would have been 
willing to put her under. I wondered whether the free trip idea 
had killed the bringing in of the George Washington, and discovered 
that free trips had been guaranteed to other vessels subsequently. 

Mr. Kerrey. At this particular time of course freight rates were 
very high, in October, 1917. 

Mr. Denman. It was estimated that a wooden ship of the type that 
we proposed to build and that were built would pay for itself in two 
trips across the Atlantic. 

r. Kerrey. And if those parties, Kerr and Clegg, were given 
three round trips free, so that they could charge the going freight 
rates, it is your opinion that they would make enough profit on those 
three trips to pay for the ships? 

Mr. Denman. That is my opinion; yes. 

Mr. Ketiey. And that practice was not accorded to you or to 
others I mean, in your time? 

Mr. Denman. Never in my time. I certainly would have given 
no free trips to the Austrian ships we were going to commandeer. 
But I would have brought in other ships, of the Danes, and Swedes, 
and Norwegians and any others I could have brought in to get them 
under the flag, by giving free trips, because they had the advantage 
of free trips anyway. 

Mr. Kettey. In your statement that you offered for the record on 
yesterday, and that I presume went into the record, in speaking of 
the Diesel engine contract you used this language: 


Its rejection— 


I eyEpeee that means the rejection of the Diesel engine program 
Mr. Denman. Yes, sir. : 
Mr. Ketitry. And you continued: 

was the climax of the tragedy of blunders of the Hurley administration. 


laa were some of the other blunders of which this was the 
climax ? 

Mr. DenmAN. There is a phrase in English literature, ‘‘Oh that 
mine enemy would write a book.” 

That sentence in my statement was used in connection with the 
next, in which I paid a tribute to Mr. Hurley’s accomplishments. I 
do not want to be put in the position of unbalanced criticism. Be- 
sides, looking-backward criticism is very easy. The criticisms I have 
made of the succeeding administration were looking-forward criti- 
cisms, based upon the failure to adopt the programs and policies that 
I had advocated. Now, I think there was a series of extraordinarily 
unhappy mistakes made. 

“Mr. Kettny. That is what we want to hear about. 

Mr. Denman. At the time they were performing extraordinarily 
valuable public service, and I do not want to be one-sided in what I 
am saying. The first mistake was a mistake in not building some 
Diesels at these many plants. 

Mr. Keniry. That was the climax of the mistakes, and we want 
the others now. 

Mr. Denman. I think the next great error was in failing to put 
the entire responsibility and entire control for building ships on the 
general manager of the corporation as director general, in the way 
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that we expected to do it with Gen. Goethals, once the type and 
olicy were determined on; in the way we did it with Gen. Goethals 

in all other matters. I think the chairman of the Shipping Board 

should have confined himself to operations, and that the director 
so of the corporation should have had the manufacture of 
ships. 

I think that if Mr. Hurley and his associates, instead of visitin, 
the shipyards to do this stimulation work with labor that Mr. Schwa 
was so admirably suited to perform, had been studying the problem 
of management of ships and types of ships for the war emergency 
and for the competition after the war, that an enormous quantity of 
waste motion would have been avoided. If Mr. Spiimab had not 
been peculiarly suited to arouse public sentiment, Mr. Hurley’s gifts 
in that direction would have been required on the ship stimulating 
end, but there was enough of that in Mr. Schwab, who understood 
publicity well enough -and had the kind of personality to give the 
inflation that was needed on that side. And Mr. Hurley’s extraor- 
dinary driving energy could have been put on the shipping problem, 
the type question, and the organization of the management of these 
tremendous agencies on the operating side. I think they should 
have learned from the comment that was made on the so-called 
Goethals-Denman disputes, that the thing to do was to separate 
the two divisions of the work and let Admiral Capps or Admiral 
Bowles or Mr. Schwab, or whoever was going to have that particular 
function, let that man have the responsibility for the manufacture 
of ships; and the other man have the responsibility for the problem 
of management in operations, which was just as great and just as 
important a work and now is far more important. 

Mr. Keiitey. Both you and Gen. Goethals agreed on that policy, 
didn’t you; that he should manufacture the ships and build the 
yards, and that you should operate the ships? 

Mr. Denman. That was agreed; yes. 

Mr. Keiiey. But that policy was not pursued after you and Gen. 
Goethals left the board ? 

Mr. Denman. There was an intermingling of the energies of the 
different administrators, of the chief administrators, Mr. Hurley 
particularly, on the operating end with actual manufacture of vessels. 

Mr. Kerrey. Now, during Mr. Hurley’s time as chairman of the 
board, Mr. Piez held the place that Gen. Goethals had under your 
time, didn’t he? 

Mr. Denman. I think he did, fora while. 

Mr. Ketiey. Didn’t they preserve this idea, of one looking after 
the operating of ships and the other the building of ships; or did Mr. 
Hurley interfere to the disadvantage of the Government with Mr. 
ao I am just trying to get your opinion, that is, of what-hep- 

ened. 

Mr. Denman. A great deal of Mr. Hurley’s time was spent at the 
ards—I am judging now from the continued reports in the press of 
is Loe there—stimulating the workers and giving journalistic 

publicity to the manufacturing scheme. 

Mr. Kexiey. So that very little if any, of the attention of persons 

of prominence on the board, was centered on operations ? 

Mr. Denman. How much that was, I do not know. But the fail- 
ure to have any auditing system on the great numbers of agencies 
established arose during this period. 
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Mr. Ketitey. What fault have you to find with the operation of 
ships at the present time ? 

Mr. Denman. That of determination of a policy for operation and 

sale. 
Mr. Kerrey. I know, but I mean actual operation and handling of 
these 1,400 ships at the present time, which matter is in the hands of 
Capt. Foley or somebody else at the head of the Division of Operations 
under the Shipping Board. Is it managed all right now ? 

Mr. Denman. Can you tell me whether or not Capt. Foley is a 
commercial shipping man ? 

Mr. Keutey. I do not think he is. I think he is a naval officer. 

Mr. Denman. I am opposed at all times to giving to highly techni- 
cal trained men of the Army and the Navy control of the vital living 
business organizations. 

Mr. Kerrey. I know in theory, but I am not talking about the 
theoretical situation; I am talking about the actual situation. What 
fault have you to find so far as you know of the management of these 
1,400 ships at the present time? 

Mr. Denman. I would not want to find any fault without more 
information than I possess. Those other faults were obvious. 

Mr. Ketitey. Why isn’t it all right now? 

Mr. Denman. I would not want to find any fault with the workers 
for a board which has not formulated a definite policy for the manage- 
ment or disposition of those ships. 

Mr. Ketiey. Let me make myself clear. Your statement was that 
one of the glaring faults of Mr. Hurley’s administration was that he 
did not devote himself to the operations and have somebody else at 
the head of the Fleet Corporation devoting himself to construction. 
I assumed from that statement that there was something radically 
wrong with their operation, because you enumerated that as a blunder. 

Mr. Denman. That is correct. 

Mr. Ketitey. What is wrong with operations? 

Mr. Denman. I was referring to Mr. Hurley’s time. 

Mr. Ketiry. You are a shipping man. 

Mr. Denman. I was referring to conditions as they existed during 
Mr. Hurley’s administration; to the segregation that I understand 
today exists. 

Mr. Ketiey. What is wrong with the Government management of 
ships to-day? Isn’t the Government getting one hundred cents’ 
worth of service from every dollar that it put8 into them to-day ? 

Mr. Denman. I do not know. I am not in charge. 

Mr. Ketitey. Why do you say some other system would bea better 
system if this system is all right? 

Mr. Denman. In quoting me I do not think you quote clearly my 
position. We are shifting the ground from the suggestions I think I 
made. 

Mr. Keiiey. I am not shifting the ground. I am making my 
question as clear as I know how to make it. What is wrong with the 
management of ships as they are now operated ? 

Mr. Denman. I have not said it was wrong. 

Mr. Ketiey. You said, if I understood you correctly, that one of 
the great blunders of the Hurley administration related to the opera- 


. tion of ships; that he did not give his attention to them. I assumed 


from what you said that you meant there was some shortcoming in 
the management of the department. 
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Mr. Denman. Mr. Hurley has not been there for a long time. 

Mr. Ketiey. But his policy goes on, the one that he instituted ? 

Mf. Denman. I think you would find that his successors would say 
that is not so, but I am not competent to answer for them. 

Mr. Ketter. Do you want to give any information, or rather 
opinion I mean, as to the efficiency of these ships at the present time 
or under Mr. Hurley ? 

Mr. Denman. Under Mr. Hurley’s time there were many, how 
many I can not give you but a very large number, of agents of the 
Government operating ships. They were collecting freights running 
into the millions and hundreds of millions of dollars. There was no 
system of business management of those agents. When Mr. Rosseter 
came here, his energies which should have been devoted to type and 
to grabbing commerce from our opponents, were spent in trying to 
straighten out the management of those agencies. I think that was 
an unhappy occurrence. 

Mr. Ketiny. Well, is it your criticism that too many new operators 
' were given ships ? 

Mr, Denman. No; 1 would not make that criticism, because to 
make that one should know by an intimate study, which I can not 
give and have not given, what the entire group was. One of the 
great difficulties, one of the great drawbacks of America in interna- 
tional commerce, is the few personalities that understand interna- 
tional trade and carriage in ships. I want to develop that if I may: 
We are very far behind the Norwegians and the Swedes and the Danes 
- and the Hollanders and Great Britain, particularly, in ship brains. 
You may have all the ships in the world, and all the superiority of 
type in the world, but if you do not have ship brains you can not 
make money. It is the shipping man who makes the shipping busi- 
ness. We have not enough of them in the United States. And if 
from these new agencies that were created during Mr. Hurley’s time 
there has been an increment of 50 per cent of brain power, in men 
understanding international commerce and the management of ships 
on the sea, that asset is worth as much as the ships that were built. 

Mr. Ketiey. Your criticism is that Mr. Hurley at least did not 
devote himself to the study of shipping problems as an operator, 
which he should have done ? 

Mr. Denman. He should have devoted more study to operation 
and less to the stimulating side of work in the yards. 

Mr. Ketxey. Are you familiar with the operating contracts which 
have been entered into by the Government from time to time, espe- 
cially during Mr. Hurley’s time? . 

Mr. Denman. No;I am not. They have been altered from time to 
time, and I am not an attorney for any agent of the Shipping Board, 
barring one, a steel shipbuilding yard in California. And they ‘are 
shipbuilders and not ship operators. 

Mr. Ketiry. Are there any other operating defects that might 
have been avoided by more attention to the operating side? 

Mr. Denman. Yes; if they had compared the operation of Danish 
Diesel ships with their operation of steam vessels I would not be 
here talking to you about Diesels. 

Mr. Ketiry. The Diesel ships are very expensive to operate, 
aren’t they ? : 
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Mr. Denman. They operate at one-third the fuel cost of steam 
vessels. 

Mr. Kutiey. The upkeep is very high, isn’t it? 

Mr. Denman. No; it is much less, or at least not more than in the 
case of steam vessels. 

Mr. Ketitey. What about the initial cost of Diesels ? 

Mr. Denman. When you take the cargo-carrying capacity of a ship 
into consideration it is about the same per ton carriage; per ton 
actually carried it is about the same. That is the real question. 
If by paying a little more for your engines you do not have to push 
so much fuel around and you carry more cargo, that is the test. 
It is volume of cargo-carrying capacity or ton-mile per annum that 
determines the value of the results. 

Mr. Ketiey. What other blunders of the Hurley administration 
have you in mind? 

Mr. Denman. The blending of accounts. 

Mr. Ketiey. What do you mean by that? 

Mr. Denman. The mixing of operations with manufacture. 

Mr. Ketiry. So that it is impossible now to tell from the books 
what the cost of operation was or what the cost of manufacture was? 
Mr. Denman. No man could use the word “impossible” until he 
had been over the books. 

Mr. Ketuny. I said from the books. 

Mr. Denman. Well, I do not know that it is impossible because I 
have never seen the books. 

Mr. Ketiry. Well, what harm had come from the mixing of funds? 
Mr. Denman. The difficulty of determining what the vessels cost 
to build and what they cost to operate. 

Mr. Kerry. So that it is very difficult to tell about them now. 

Mr. DenmMANn. So that when you gentlemen very properly ask what 
did this fleet of 1,700 vessels cost, you can not get an answer. Then 
when you turn and ask, what does it cost to operate them, you still 
can not get an answer. It is now two years since the armistice. 

Mr. Kutiey. And it is very difficult to determine, by reason of 
the commingling of funds of these two operations, what any ship 
cost for construction or whether or not it is making any money 
, from operation. 

Mr. Denman. It is difficult; yes, sir. 

Mr. Ke_iey. What other blunders were there ? 

Mr. Denman. I am exhausted. 

Mr. Ketiry. Well, just one other sentence—and I think we will 
have to go over to the House pretty soon—that attracted my atten- 
tion a good deal. In the same paragraph, Mr. Denman, you say: 

Unconsciously he has contributed more to the success of our Scandanavian and 
British competitors on the seas than the most ardent of our few Anglo-un-American 
administrators during the war. ; 

Do you mean by that statement that there were connected with 
the Shipping Board or Fleet Corporation at any time a few Anglo- 
un-American administrators ? 

Mr. Denman. That was the obvious import of what I said. I 
trust that you do not ask me for the list. I have been crucified so 
often for this lack of political sense to which I have referred, and for 
the advocacy to the public of my opinions, that, as I said the other 
day, you can slip the spikes into my palms without the use of a ham- 
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mer. The fact is that there was a hysteria that went over Washing- 
ton that possessed men to desire to give to bleeding England anything 
she wanted. 

Mr. Keuiey. Well, of course, thare was more or less propaganda 
on both sides of that question. 

Mr. Denman. I had experienced the propaganda. 

Mr. Kerizy. I thought that was ee a serious allegation there, 
that there were un-American administrators, a few, connected with 
the Shipping Board. Of course, I will respect your wishes as to 
identities, but it caught my attention. 

Mr. Denman. I will tell you my own experience as to what hap- 
pened while I was on the board. But it will take some time. 

The CHarrmMan. Well, we have got to attend the call of the House, 
Mr. Denman. The committee will now adjourn until 9.45 o’clock to- 
morrow morning. 

(Thereupon, at 12 o’clock and 20 minutes p. m., the committee 
adjourned until to-morrow, Wednesday, December 15, 1920, at 9.45 
a. m.) 


SELECT COMMITTEE ON 
Unirep States Saippinc Boarp OPERATIONS, 
Houser or REPRESENTATIVES, 
Washington, D. C., Wednesday, December 15, 1920. 

The committee met at 9.45 o’clock a. m., pursuant to adjournment 
on yesterday, Hon. Joseph Walsh (chairman) presiding. 

Also present: Representatives Kelley, Hadley, Foster, Steele, and 
Connally, the other members of the committee. - 


TESTIMONY OF MR. WILLIAM DENMAN—Resumed. 


Mr. Denman. Mr. Chairman, I trust you will pardon my delay 
this morning, but Mr. Kelley asked me yesterday for certain in- 
formation in reterence to organization and disbursements of funds, 
and I was unable until this morning to get hold of my secretary, Mr. 
James, who has been quite ill, and get from him the outline of the 
original scheme of the organization that we had in deatail. 

In answer to the inquiry of yesterday by Mr. Kelley, I think I can 
give you a picture of the distribution of functions before we had our 
legislation from the Congress. They then followed the same plan 
which was afterward outlined in the executive order from the Presi- 
dent that I drafted for him in June. 

Under the act of September, 1916, fourth section, it is provided 
that the accounts of the Shipping Board should be audited by the 
Auditor for the State Department and auditors for other departments, 
and Mr. Soleau, whom I spoke of as the auditor, was the person in 
the Shipping Board connected with auditing; he was the disbursing 
officer and acted in cooperation with the auditor for these departments 
under the statute. Later, when the Emergency Fleet Corporation 
was formed a real auditor, as distinguished from Mr. Soleau, the dis- 
bursing officer, was employed by Gen. Goethals. I have forgotten 
his name for the moment 

Mr. Keiey (interposing). Was it Mr. Bender ? 


SHIPPING BOARD OPERATIONS. 8247 


Mr. Denman. Yes; Mr. Bender. And there was no statute con- 
troling the functings of Mr. Bender. He was just the auditor, as 
any corporation would have its auditor for the purpose of auditing 
the corporation’s accounts. 

When we started repairing the German and Austrian ships in New 
York—and you will recall that my organization in New York for 
repairing and operating those ships was initiated on the day we 
entered into the war, April 6, 1917, and there as in other cases we 
moved rapidly—the funds that we used in that connection were 
funds that came from the President himself, and were administered 
and disbursed by the Shipping Board as distinguished fiom the 
corporation later formed; and those funds were handled by Mr. 
Soleau on the Shipping Board side throughout the time of my ad- 
ministration. I have not examined the records on that, but my 
recollection is refreshed and I am pretty clear there. The $50,000,000 
that we received under your congressional grant by the act of Sep- 
tember, 1916, were used to purchase stock of the Emergency Fleet 
Corporation, and were disbursed by Mr. Soleau, disbursing officer of 
the Shipping Board, to the Fleet Corporation, where those funds 
came under the control of Auditor Bender. 

Now, the system that was established by Gen. Goethals in the 
Emergency Fleet Corporation was, as I understood it, an ordinary 
business audit. I did not concern myself with that. Later, I think 
in the month of July, 1918, as a part, I think, of the emergency 
deficiency bill for the disposition of funds for the year 1919, there 
was a provision that the funds of the Emergency Fleet Corporation, 
being that fund appropriated for 1919, were to be administered under 
the regulations of the Secretary of the Treasury. 

I think that answers the question that you put tome. Now, you 
asked me who was the treasurer of the Shipping Board. 

Mr. Ketitey. Yes; who was the treasurer ? 

Mr Denman. There was no treasurer of the Shipping Board, but 
there was a treasurer of the Emergency Fleet Corporation, and that 
was Mr. Stevens. Who succeeded him or whether there was a suc- 
cession between Mr. Stevens and Mr. Bolling, I.do not recall. I have 
not had time to go into the records on that for you. But that may 
be very easily shown by inquiry at the Shipping Board. 

Mr. Ketiey. In arranging the duties of the treasurer, did you 
create an independent office or was it a sort of adjunct to the comp- 
troller’s office, or don’t you recall ? 

Mr. Denman. By comptroller, do you mean Mr. Bender ? 

Mr. Keiiey. Well, whoever had charge of accounts. 

Mr. Denman. My recollection is that the treasurer’s duties were 
outlined in the by-laws of the Emergency Fleet Corporation, and I 
have not seen those recently. But the point I want to make there 
is that we, in the beginning made this separation of repair and 
operation of ships by the Shipping Board and the manufacture of 
ships by the Emergency Fleet Corporation. 

Mr. Keniry. One of the serious criticisms, Mr. Denman, that has 
been made of the organization in its earlier days is, that the treasurer 
was given but very little, if any, power and that the comptroller or 
auditor—whatever you called him at that time—had no check upon 
his handling of funds; that the money was in his hands; that in the 
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checking of it out the treasurer merely signed the checks; that the 
securities—Government bonds and whatever else was put up as 
collateral for the faithful performance of contracts—was in the hands 
of one department there, with no check against it by any other; 
and that as a result a good deal of chaos has come about in the 
accounts. 

Mr. Denman. Now, we must get clearly in mind the fact that what 
was administered in New York and elsewhere, under me as the 
chairman of the Shipping Board—that is to say, operations and 
repairs—was presidential money flowing through the board and not 
the corporation, and was disbursed by Mr. Soleau under the audit 
required by the statute, section 4 of the act. There was never any 
trouble there on my side of it. Now, when you get over on the cor- 
poration side of it, the original idea of the Emergency Fleet Corpora- 
tion was to make it a private concern for the purpose of rapidity of 
operation in getting of contracts and getting started in the business. 
Tf the methods of auditing and the methods of handling moneys 
there did not fit into the Government’s scheme of auditing that is a 
question of administration detail that came under Gen. Goethals. 
Gen. Goethals had had great freedom on the Canal; he had direct 
methods—they were not the methods of public business operations— 
the whole desire being to get to the point and get things done. Iam 
giving you the principles controlling him. Now, what was done there 
i do not know. 

Mr. Kerrey. Whatever system of checks on the powers of the 
auditor or comptroller that were put into effect were matters under 
Gen. Goethals under the arrangement that you had at the time as 
far as the Emergency Fleet Corporation was concerned ? 

Mr. Denman. That is correct. 

Mr. Keriey. And any shortcomings in that system are not to be 
laid at your door? 

Mr. Denman. Not at my door; and I do not want to suggest that 
there are such things, because the difficulties that later arose I think 
arose before Gen. Goethals had thoroughly adjusted his system to the 
rapid expansion of the work. 

Mr. Keriey. Criticism has been made that on the great work that 
you had started out upon the first thing that should have been done 
was to engage an expert accountant, or a firm of accounts of the 
highest standing in the country, to open up a set of books which would 
be adequate for those transactions and that that was never done; and 
that those who were engaged were people of ordinary ability; that 
this enterprise was to develop into an institution twice as large as 
the United States Steel Corporation, and yet no adequate system of 
bookkeeping was started, and as a result of that confusion has 
ensued from that day to this, all traceable to the fact that it was not 
properly done in your time, either by you or by Gen. Goethals. 

Mr. Denman. Well, I assumed that Gen. Goethals—who had built 
the largest enterprise in the world at that time, and who was my 
choice, for I was responsible for Gen. Goethals being there more than 
any other person—I assumed that as he had been the administrator 
of the largest enterprise in the world up to that time of a constructive 
character difficulties of this kind would be solved, either when he 
came in or in the process of his administration. 
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Mr. Kettey. Your whole plan was the idea of segregating con- 
struction from operation, and that you were heading into the operat- 
ing division and that Gen. Goethals was heading into the construction 
division. 

Mr. Denman. That is correct; although I had to face the Congress 
on appropriations, and I agreed with Gen. Goethals that I would 
save him, as far as possible, from congressional contact. To do this 
T had to know something that was going on on the construction side, 
in order to meet the congressional committees. But so far as inter- 
fering with the system of manufacture, or organizing or assisting 
in organizing the actual work, that was not my function. 

Mr. Ketiey. What special value was there to have you sign those 
contracts ? 

Mr. Denman. I do not believe there was any value in that at all, 
except that it made certain that I would be able to gather the neces- 
sary information. It could have been as well done by a summary 
of the contracts sent in to me. 

Mr. Ketuey. But it put you in position to stop any particular 
transaction if you saw fit. 

Mr. Denman. I do not think I had that in mind, or that any of us 
had that in mind. When those original by-laws were drawn they 
were drawn, as I recall it, by Mr. Joseph Cotton, who was under Gen. 
Goethals, and they came up to the board in that form. 

Mr. Kutriey. In the question of making a contract with a new 
corporation, a new shipbuilding company, one which had no plant 
and where the Government had to put up the money to build it, 
do you recall whether there was any provision in those early con- 
tracts which would safeguard the Government against excessive 
salaries being paid by those new concerns, or whether or not mort- 
gages were taken upon the plants which the Government's money 
had resulted in building? 

Mr. Denman. No; that was a matter of administrative detail 
T was not concerned with. 

Mr. Ketiey. That would be more than ordinary detail, wouldn’t it? 

Mr. Denman. That would have to vary with—— 

Mr. Ketxey (interposing). It seems to me that that would be a 
general policy that ihe chairman of the board ought to be familiar 
with—how to protect the Government against possible loss where 
large sums of money were put into the hands of inexperienced people 
in the shipbuilding business. 

Mr. Denman. There is no question about the importance of that; 
there is no question about the necessity for safeguarding that situa- 
tion. 

Mr. Ketriry. But you do not know whether that was done? 

Mr. Denman. That was not my function, sir. And as it was, the 
country was clamoring and the Congress was clamoring because of 
my alleged interference with Gen. Goethals’s administration there. 
It was to be a canal job by him, a great big sizeable thing that would 
just move along with the titanic energy of that good gentleman, and 
other persons were not to interfere. That was the conception; and 
it was a conception to which the Congress and the country seemed 
to give its approval. ; 

Mr. Ketter. Then if contracts were made at that time without 
protection to the Government against the payment of excessive 
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salaries, and without protecting the Government’s investment by 
taking a mortgage upon the plant that the Government really erected, 
that was not your fault? 

Mr. Denman. That was not my fault. 

Mr. Ketiry. That went to Gen. Goethals. 

Mr. Denman. Gen. Goethals is the man, but if he had made a 
mistake with a contractor and it came to light as the business 
developed, he would have taken the contractor into his office and 
something would have happened to that contractor so that he 
would have had to correct the mistake. His was an extraordinarily 
powerful personality. And while my contact with Gen. Goethals 
until the session of the last day was one of the most amicable that 
I have ever known and ever had in business, ‘yet I know that when 
he put his hand upon a contractor that he desired to shape the con- 
duct of, he usually got the results he desired. 

Mr. Keiiry. Are you familiar with the Pacific Coast Shipping 
Co. out in San Francisco ? 

Mr. Denman. I am not familiar with it, but the yard that I market 
our lumber through immediately adjoins that plant. 

Mr. Kretiey. What is the name of that yard? 1 remember that 
yard up there. 

Mr. Denman. The Coos Bay Lumher Co. In this connection I 
would like to say that we were speaking yesterday of my connec- 
tion with the lumber business, and I want to explain that I was not 
connected with the lumber business prior to joining the Shipping 
Board, except that I acted as counsel for one company in cleaning 
up certain land titles. This Coos Bay Lumber Co. made a contract 
for the furnishing of ship timbers at the time that I was on the board 
at a price considerably —— 

Mr. KeLiey (interposing). What_you are saying has nothing 
especially to do with this inquiry, except to say that you were not 
connected with the lumber business at the time. S 

Mr. Denman. No; but I have since been operating a lumber 
business, which I am doing as receiver for the United States district 
courts in Oregon and California. 

Mr. Keviey. But that would not be a matter of any public interest, 
would it? 

Mr. Denman. Unless you desire to know whether I am qualified 
to speak on the question of handling raw and manufactured materials 
in large quantities. 

Mr. Ketiey. We will assume that you are qualified to speak on 
anything you think you are qualified to speak on. 

Mr. Denman. You are very courteous. 

Mr. Ketiey. Do you know Mr. Burgess ? 

Mr. Denman. Yes, sir; I have known him casually for a great 
many years. He is a promoter, and has promoted and promoted. 

Mr. Kerrey. Did you sign that contract ? 

Mr. Denman. No; that came way after my time. I have seen 
that plant at work. I was by there about three weeks ago 

Mr. Ketiey (interposing). Is Mr. Burgess a man of sufficient 
shipbuilding ability that he ought to be paid $25,000 a year salary? 

Mr. Denman. I do not believe he has had any shipbuilding experi- 
ence. 
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Mr. Kerrey. Do you know Mr. Scott, out there, connected with 
the same company ? 

Mr. Denman. I have met Mr. Scott casually. He is a shipbuilder. 
Mr. Ketiry. He drew $25,000. 

Mr. Denman. He is worth it, I think, as salaries go for, large 
executives. 

Mr. Ketiry. This was not a large project, was it? 

Mr. Denman. I have forgotten the amount involved; but a good 
many millions of dollars, I believe. 

Mr. Ketiey. There were four or six ways. 

Mr. Denman. That is a big project. It would not seem so in 
comparison with some other yards out there, but, of course, we pro- 
duced more ships on the Pacific coast than they did on the Atlantic 
coast, as you will recall. 

Mr. Ketiry. They did not produce many of them at this place. 

_ Mr. Denman. No; those ships seemed to stay there at the place 
where they were put in with extraordinary permanence, although 
he has gotten out, I think, two or three ships. 

Mr. Ketitey. What salary did you pay Mr. Radford at the time 
he was connected with the office down there ? 

Mr. Denman. He was under Gen. Goethals, if in our time. My 
impression is that he came in after my time, but, at any rate, he 
was under the Emergency Fleet, and that was under Gen. Goethals. 

Mr. Kettey. Did he get as much as $15,000 a year? 

Mr. Denman. I am certain he did not, but that, as well, is a state- 
ment made without looking at the books. 

Mr. Ketitey. There seemed to be nothing to protect the Govern- 
ment against paying Mr. Burgess $25,000, and Mr. Scott $18,000, and 
Mr. Radford $15,000, and a man by the name of Seagrave $12,000 a 
year at that plant out there. 

Mr. Denman. There would be no way by general provision in the 
Emergency Fleet Corporation of determining what the salaries 
should be on any individual enterprise. And you would have in 
each case to determine the situation. For instance, suppose now 
you had a community that had labor in it and where you wanted to 
put a shipbuilding plant in war time, and you had everything but a 
certain type of manager, and there was tremendous competition to 
get that type of fellow. You might have to pay a $10,000 man 
$25,000 to get him, and he might be the very key to the whole 
situation. You could not lay down a general rule to cover those - 
things. It has got to be a determination on the average enterprise, 
if you do that, and they all vary and are not uniform. On the 
other hand, you could certainly lay down a rule that the salaries 
should be viséed and not be beyond a certain point for the enterprise 
that you are financing. That could be done, but there could be no 
way of starting out and saying, ‘‘ We will pay nobody more than 
aa $50,000, or whatever your figure might be, for all the 

ants.” 

: Mr. Ketiey. No; but shouldn’t there be some provision in the 
contract which would require the O. K. of somebody at this end of 
the line as to salaries, especially if the parties out there had hed no 
experience whatever in shipbuilding and were not putting any money 
to speak of in the project ? 
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Mr. Denman. Well, I have already expressed my opinion as to 
intrusting Government functions to nonshipping and nonshipbuilding 
persons. 

Mr. Keiiey. Whatever Las there was about that it was a 
matter with Gen. Goethals an 

Mr. Denman. Gen. Goethals had nothing to do with this specific 
Pacific coast plant. Its contract came later. 

Mr. Ketiry. It was on the other side of your organization ? 

Mr. Denman. Yes; it was on the Emergency Fleet side. 

Mr. Keiiry. I suppose that in the case of these general contracts 
the methods of handling the business that were started in your day © 
were probably continued along under your successors. 

Mr. Denman. No; I think not. I think there were quite radical 
changes made after Gen. Goethals’s time. 

Mr. Ketiey. For the better ? 

Mr. Denman. The difficulty there is that these contracts were 
governed by the condition of the individual yard, and there were 
different enterprise conditions, and to say that one was better or 
that all were, better is a question of examining the one and then 
examining all and then passing on them, which I have not had the 
time to do. 

Mr. Ketiey. In your judgment should Mr. Burgess have had a 
contract. for building ships for the Government ? 

Mr. Denman. No: I would confine Mr. Burgess to the operation 

promoting land sales. 

Mr. Ketiey. He was a real estate agent out there? 

Mr. Denman. Yes; he was one of the few we have in northern 

California. We import them from the south. 

Mr. Kexiry. Was his credit at the banks ample? 

Mr. Denman. I couldn’t tell you about that, Dat he must have had 

credit because he floated so many real estate schemes. 

Mr. Ketirey. Do youknow whether he put a mortgage on this plant 
care the Government built out there of several hundred thousand 

ollars ? 

Mr. Denman. I do not know. The reason I spoke of the Coos Bay 
Co. is that before the time I was receiver it owned the town of Bay 
Point, and the streets wete laid and sewers were in, the town and it 
was an admirable place to expand buildings for the laborers at the 
plant. Now, the Coos Bay people offered ‘to eo ahead and build at 

. this town right alongside or near to the shipbuilding plant. But Mr. 
Burgess managed to § get a town called Clyde 

Mr. Keiey (interposing). Back in the country 12 miles? 

Mr. Denman. About 2 or 24 miles. There he built a beautiful 
village there that, as you look at it, either scars or adorns the landscape 
with an extraordinar y variety of paints. 

Mr. Kertey. Who put up the money to build it? 

Mr. Denman. I am sure that Mr. Burgess did not; quite likely 
the Government 

Mr. Ketiey. Quite likely the Government? 

Mr. Denman. Well, I do not know. 

Mr. Streeter. Does the witness know about these things? 

Mr. Kutiry. If he doesn’t I do. 

Mr. SrereLe. The witness is talking now about things that took 
place after he left the Shipping Board. 
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Mr. Denman. This is property that I am fantiliar with. And we 
take judicial notice of Mr. Burgess in California. 

Mr. Ketitey. You do not know whether the money for the town 
built up in the country was put up by the Government or not ? 

Mr. Denman. No; it was only statements of Shipping Board 
administrators that Jed me to believe that. JI want to thank Mr. 
se for his suggestion; I am not in a position to testify in regard 
to that. ; 

Mr. Ketitey. Do you remember the hotel built at the beautiful 
little town of Clyde? 

Mr. Denman. Yes. I was very much disappointed, as receiver 
of the lumber company, that that had not been built in Bay Point. 

Mr. Ketiny. But it is too far back in the country to be of much 
use to you in Bay Point? 

Mr. Denman. Yes. 

Mr. Ketiey. You are interested in that locality and I want to 
ask you, on what theory would the Government build a town back 
so far away from the seaboard ? 

Mr. Denman. On the theory that mosquitoes were thicker in Bay 
Point than in Clyde. This was disputed by the leading citizens 
in Bay Point, but the argument as to the preponderence of mos- 
quitoes seemed to be decided against that town. [The members 
of the committee smiled at this statement]. Gentlemen, I am 
speaking seriously of this. This is what happened. I know it 
though it was before I took charge of the Bay Point lands. 

Mr. Ketitey. Did Mr. Burgess have an option on the land where 
Clyde was erected and not on the land down by the seaboard? 

Mr. Denman. He did not have it on the land by the seaboard. 

Mr. Ketiey. And you do not know whether he had it on the 
land where the town of Clyde was built or not? 

Mr. Denman. I think that was a part of one of his promoting: 
enterprises. 

Mr. Keiiey. Perhaps that had something to do with the claim 
about mosquitoes. 

Mr. Denman. That option was not an argument urged upon the 
Government. 

Mr. Ketiry. One important statement you have made I think, 
from the standpoint of the public good, Mr. Denman, if you are 
correct about it, is that American shipping is handicapped, or has 
been, by interference of foreign interests in the handling of our ships 
and in the building of our ships, and that that interference is in the 
nature of officials connected with the Shipping Board who were sub- 
ject to foreign control. I wondered if you could give the committee 
any further light on that proposition, because it is rather a serious 
one, and the country ought to know if there is anybody entrusted 
with the building up of our merchant marine who is controlled by 
foreign financial interests. 

Mr. Denman. I can not tell you as to the present organization of 
the Shipping Board, I mean the organization of its employees. What 
I do know is that T had a great deal to do with Admiral Benson dur- 
ing the time that we were harmonizing the activities of the Navy 
and the Shipping Board. You need have no fear about Admiral 
Benson’s true Americanism, and he is an admirable cooperator, and 
was during those early and very trying days. But I can give you an 
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incident of my administration which shows what can be accomplished. 
How it was accomplished I do not know to this day. In the month 
of April, after the arrival of the British commission, I was in the 
office of the Shipping Board here in Washington one day, up to the 
noon hour, and went out for a conference with some of those New 
York shipping advisers at luncheon, expecting to return about 4 
o’clock. We then had this ship’ administrative board in New York, 
which had not begun to function on the operation of ships, because 
we had none, except, I think, possibly one German ship that had 
been repaired. We were very anxious to organize that committee 
- on a purely American basis and not insert any British or other ad- 
ministrators until we had got it in satisfactory form to ourselves. 

When I returned to the office of the Shipping Board, between half 
> 3 and 4 o’clock, the following had occurred: A meeting of the 

oard had been held; three or four visiting members of the commis- 
sion had been present at the meeting; a resolution had been passed 
making Mr. Connop Guthrie a member of our New York shipping 
committee, and it was in the stenographer’s notes in that form. I 
had never heard anything about it before the meeting, and I did not. 
know anything about it until I returned from that conference. 
aie? IT came in Mr. Brent said to me, ‘“‘I do not know how we did 
this 

Mr. Ketiey (interposing). Who said that? 

Mr. Denman. Mr. Brent. He said, ‘‘I do not know how we did 
this.” And then there was a session of the board held—and it was: 
a very, very warm session of the board—and within 20 minutes that 
was wiped out. Now, how, between 12 o’clock and half past 3, those 
gentlemen got there, and the session was held, and Mr. Connop 
Guthrie was placed on this group of administrators we had in New 
York, I do not know. JI can tell you how he was taken off. 

We did want this cooperation with the British to be worked out. 
We did ultimately have the same gentleman—not in my time, but 
later on—the same gentleman in cooperation with this board in New 
York. But the point was that we then had no ships to operate and 
had not gotten things started ourselves in the form that we wanted 
it; we had not had our conferences with the visiting commission; we 
were still up in the air as to what we were actually going to do. I 
looked upon it as extraordinary; in fact, as I look back upon all the 
extraordinary and significant things of that month, that seems the 
most important to me, more significant even than this matter of the 
Cunard ships. 

You asked me on yesterday what my delegation of authority was. 
in regard to the conference. I have here a copy of the outline of the 
conference and its members, given me by the State Department. It 
is as follows: : 


SHIPPING—ECONOMY AND SUPPLY. 

Subjects: 

(a) Requisitioning of shipping. 

(b) Disposition and best use of available ships. (Coastwise trade, etc.) 

(c) German ships in United States ports. 

(d) Austrian ships in United States ports. 

(e) Enemy shipsin neutral ports. 

(f) Shipbuilding in United States yards and elsewhere. (Supply of steel and other 
materials.) 

(g) Ships under construction for Allies and neutrals. 

(A) Employment of neutral ships not at present in allied trades. 
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British negotiators: United States conferees: 
Mr. Balfour. Secretary of State. 
Sir G. Foster. Mr. Polk. 
Sir R. Crawford. Mr. Denman. 
Admiral de Chair. Secretary of Commerce. 


Now, in the course of that conference there were certain phases of 
it that approached the realm of the secret treaties affecting Shan- 
tung.'. My activities in that connection had, in my opinion, more to 
‘do with my departure from the Shipping Board than any other source 
of influence which, indirectly but powerfully, may have been the 
cause of my not being able to carry out my policies myself. If you 
can obtain the permission of the President—which I have always 
procured prior to any statement that I have made concerning my 
activities in his behalf—I believe that one of the sources of interfer- 
ence with my administration as chairman of the Shipping Board may 
be clearly disclosed. 

Coming back to the subject of motor ships and the causes of for- 
eign propaganda against them, you will recall that Great Britain was 
 coal-burning nation prior to the Great War and did not possess any 
great oil fields. British shipping has always been closely coordinated 
to British raw materials. The ‘Burmeister and Wain Diesel patents 
were, however, being used in the Harlan & Wolff yards prior to the 
war, and during the war they produced a number of these large Diesel 
ships. In my testimony on yesterday it appeared that the Britisb 
Diesel plants were turned on submarine construction. The Harlan 
& Wolff plant—in which Lord Pirrie has the interest I have spoken 
of—however, continued to build large-size Diesel-motor cargo and 
passenger ships during the war. Since that time, with the Mesopo- 
tamian oil fields in sight and now apparently in hand, has come an 
enormous stimulation of internal-combustion oil engines construc- 
tion in Great Britain, producing the activities shown in the partial 
list of ships which I gave to you yesterday and which I trust will 
appear in the record. The long voyages of the Danes and Swedes 
and Norwegians are like ours in America. That, as I say, developed 
the Diesel long prior to this, and I now will read a short excerpt from 
a very voluminous writer on shipping matters, which you will find 
pertinent. 

The Cuarrman. I know that we might find a whole library full of 
documents pertinent on the matter, but we can not continually fill 
up our record with excerpts, it seems to me, from various documents. 
We are asking for your views. You have expressed them pretty 
fully and submitted documents which are in ths record here, and, 
besides, the matter to which this is directed is more a legislative 
ee: which should properly go to another committee of the 

ouse. 

Mr. Deyman. I quite agree with you that I should not go on and 
on and on, but this happens to be Mr. Hurley, and it happens to show 
what. Mr. Hurley recommends, and also shows what he knew in 
August, 1917. 

Mr. STEELE. Is that an excerpt from his book ‘The New Mer- 
chant Marine’”’ ? 

Mr. Denman. It is. I want to show that the vessels that he 
recommends as his type to-day are vessels of 1912 and 1913. It is 
very short: : 

Close in the wake of this first bold venture came the Salandia, engine by Burmeister 
and Wain, in 1911. 


a gS a 
1 The secret treaties controlled the German ships in neutral Chinese ports. Mr. Denman’s conference 
with Mr. Balfour included this subject under section E of conference program. 


3256 SHIPPING BOARD OPERATIONS. 


The Salandia is the first vessel in that group of pictures of 21 ships 
that I handed to you the day before yesterday. 

This vessel is a 7,400 dead-weight ton cargo ship, driven hy twin screws, each shaft 
being fitted with an 8-cylinder, 4-cycle, directly reversible marine Diesel motor of 
950 brake horsepower. The vessel had been engaged in long voyages between 
Europe and the Indies in the service of the East Asiatic Co., and her performance. 
has been so highly satisfactory that several hundred seagoing motor ships that have 
followed her in the service have been designed and engined in substantially the 
same way. There has been a tendency to larger cylinders with 4 cycles, but almost 
every improvement in the marine Diesel has been in mechanical betterment of 
parts. * * * An excellent and very full idea of the comparative economies of 
the steam engine using coal fuel and the Diesel motor using any of its wide range of 
oil fuels, may be had from the following extracts taken from the engineer’s log book 
and to vessels in the employ of the same company engaged in making the same voyage. 

Then. follows a description of the vessels and the items of engine 
performance, showing a saving of 3 to 1 over coal. Now, this is a 
typical vessel, which is the basis of Mr. Hurley’s conviction that 
we must go to the building of motorships. Astonishing to say, it 
exactly fits the Stam—410 feet long, 55 feet wide, 30 feet deep, 
dead weight carrying capacity 9,590 tons, and speed 11.14 knots. 
The Siam was the vessel that sailed into San Francisco in 1913, and 
the Siam followed the model of the Salandia and the hundreds of 
vessels Mr. Hurley described. Already had a very large number of 
them been built when I turned the project over to him. 

Now, Mr. Kelley, you asked me on yesterday whether or not if 
the contract from the Cramps group was examined by Mr. Hurley 
in January, 1918, if that contract at that time would have been of 
any value to him? 

Mr. Connatty. I would like to ask you a question with reference. 
to the Hurley quotation which you say was tony his book. When 
was the book published ? 

Mr. Denman. Recently. 

Mr. Connatiy. Why did you make the statement that the quota- 
tion would show what Mr. Hurley thought about the subject in 1917 ? 

Mr. Denman. Because I told him this. 

Mr. Connatiy. But your telling him that does not appear there 
from the quotation from the book. 

Mr. Denman. No; but I am showing the identity of my state- 
ments in 1917 with Mr. Hurley’s statement in 1920. 

Mr. Connatiy. Do you think it hardly fair to say that you are 
quoting from a book, which was published in 1920, which would show 
what. Mr. Hurley knew in 1917? 

Mr. Denman. If you got that impression I am sorry. 

Mr. Connatty. I think you gave it, and I think the stenographer’s 
notes will show that way. 

Mr. Denman. If I gave it that way I am glad you called my atten- 
tion to it. The fact is that this statement is my statement in 1917 
in form. 

Mr. Connatty. But it is not shown in the book or written form. 

Mr. Denman. What is here stated in Mr. Hurley’s book in 1920: 
is a reproduction of our discussion in 1917. Mr. Walsh, yesterday 
you were asking me about the contract proposed with the Cramps 
group, and our discussion at a luncheon, Mr. Hurley gave me, early 
in 1918, of the Cramps contract. At that time he could not have 
availed himself of it because when the contract was not taken up by 
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our successors the Navy came in and took up practically all the con- 
structive capacity or activity of the Cramps plant. 

The CuarrMANn. For Diesels ? 

Mr. Denman. It was Navy construction. I can not tell you about 
Diesels. I think it was for steam, and that the Delaverne Diesel 
plant was not, as I understand it, acquired by the Cramp ship- 
building people, although I may be mistaken about that. The’ point 
is that the licenses of the Cramps were not utilized even early in 1918, 
nor were they utilized after the armistice, nor were any of the 
hundreds of steel contracts for cargo ships—for hulls I am speakin 
of now—let for the Diesel form; nor have these other large Diese 
plants that could have manufactured under the Cramp license or the 
Wurkspoor license, or any other license utilized for making commer- 
cial Diesel engines, but instead some of them were converted into 
the manufacture of steam engines. 

Mr. Kelley on yesterday asked me whether or not the operations 
of the Diesel engine in commercial carrying ships was a more or a less 
expensive operation than a steam vessel burning oil under the 
boilers in the form of propulsion, and I gave him my opinion. Ihave 
here the opinion of about 20 of the more important shipping men of 
the world, English and American and Scandinavian, on this subject, 
which answers that question: 


The future of the motor ship is exceptionally brilliant.—Sir George B. Hunter. 


The CuarrMan. How authentic are those ? 

Mr. Denman. They appear in this technical journal Motorship, 
and I imagine will not be questioned. They include Admiral Lord 
Fisher and the whole group of men who have been for years prog- 
nosticating, and many of them manufacturing Diesels. Sir Marcus 
Samuel, who is engaged very largely to-day, and has been during and 
since the war, in the manufacture of Burmeister and Wain engines 
in England, makes a statement concerning their economies. 


The Diesel oil engine is much more economical than the ordinary method of driv- 
ing ships. You can’t compete with foreign competitors on any other basis.—Admiral 
W. 5S. Benson. : 

I would like to see 200 American motor ships of 10,000 tons and 14 knots speed in 
service. Ship owners who are building steamships now will soon wish they had’nt.— 
Edward N. Hurley. 

It behooves us to economize in the use of oil in every possible way.—Prof. B. E. 
Armstrong. 

The coal-fire boiler and the steam engine have seen their best days, and in a short 
time may be on the scrap heap.—John Lockie, editor Steamship. 

The fuel economy of the motor ship makes her cheaper to operate than the steam- 
ship in spite of greater investment charges.—Dr. Chas. E. Lucke. 

We in Norway are convinced of the superiority of the motor ship.—Thor. Thoresen. 

In a few years every shipbuilding concern in America will be devoting all its 
activities to building motor ships.—Geo. A. Armes, Union Iron Works. 

The economic ship should have Diesel engines instead of either coal or oil fired 
steam engines.—Sir J. H. Biles. 

Oil-fired boiler installations are a terrible waste of fuel.—Ernst A. Heden. 

The editorials in Motorship are along the line of my sentiments and I’m glad to see 
you push the matter so hard.—Representative G. W. Edmonds. 

You are in a splendid position to emphasize the advantages of the Diesel engine to 
American shipowners in their world-wide shipping competition.—Arthur M. Harris. 

I have no reason to doubt the advantages of the motor ship. All the evidence is 
one way.—Admiral R. E. Coontz. 

The marine oil engine is comparable in its importance with the introduction of the 
steam engine by Watt.—Lord Weir. 

Steam-driven freighters will find it difficult to compete with Diesel-engined ves- 
sels. Builders on the Continent are fully alive to the vast amount of business that 
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lies ahead in the converting of the steam-driven mercantile marine to motor power.— 
Editor Liverpool Journal of Commerce. 

There should be justification shown for the construction of any oil-burning ship 
which does not use an engine of the Diesel type-—Ex-Secretary of the Interior F'rank- 
lin K. Lane. ; 

The Diesel motorship is the freight-carrying vessel of the world for economy.— 
Frank C. Munson. 

The necessity for economy is ever more urgent owing to the high cost of coal and 
oil.— Alexander Cleghorn. 


You were asking me whether there has been any place in which 
this project in our time had been laid down as a matter of policy, and 
I am now quoting from the records of the Shipping Board: 


Minutes of a special meeting, Wednesday, July 19, 1917. 

The Cuatrman (Mr. Denman). I desire to say, General, that as to the proposals of 
the Cramp people as to the construction of Diesels, that that is the beginning of a 
great project, a project which involves the use of the Diesel motor ultimately as a 
substitute for steam. I happen to be familiar, and have been for some time an at- 
torney for a company operating a fleet of Diesels between Scnadinavia and California, 
with some of the details of their use and their value, and know some of the possibilities 
of their development. 

* * * * * * * 

In view of the fact that it is not a simple contract, but the beginning of a great 
project, I desired to have the Shipping Board present so that they could sit and consult 
with thé various persons engaged in the project, get information and put questions, 
so that if they have any suggestions floating out of their experience and mine which 
is not entirely negligible they could, after consultation with you, work out the project 
ue tat * * *% * * * 

The CHarrman (Mr. Denman). We may also want to discuss the question whether 
or not the contract with these gentlemen for the development of the thing should 
be along the lines of Government ownership of the license, or Government ownership 
of the Diesel plant itself, just at you are going to make this fabricating ship plant. 


After I retired from the board 

Mr. Fosrer (interposing). May I ask right there, how soon did you 
retire after the day on which that meeting was held? 

Mr. Denman. On the 24th. 

Mr. Foster. This was on what day ? 

Mr. Denman. The 19th. After I retired from the board I prepared 
a statement, which was read into the records of the Senate, August 15, 
1917, as follows: 


The Shipping Board had other constructive policies, both to meet war need and 
for the upbuilding of our mercantile marine, which it was framing, always acting 
under the pressure of the consciousness of the submarine menace and always under 
the necessity of creating a new branch of its organization as its functions were in- 
creased. A brief review of these policies may not be amiss: 

1. The control and reduction of freight and charter rates. This required the com- 
mandeering power, which was not delegated to us until July 11, and cooperation 
with the Allies.. Negotiations had progressed to the point where the plan could have 
been put in operation in a very short time after granting the power to commandeer, 
Quick relief was essential. 

2. The commandeering of all our tonnage, with its continued operation for Gov 
ernment account, but in the hands of the private owners and, as far as possible, con- 
sistent with war needs in its former routes, carrying materials for our basic war 
industries. 

3. The carrying out of the agreement made in June between the owners and sea- 
men for a calling back to the sea of the large body of seamen on shore and fixing wages 
and bonuses during the war. 

4, The chartering and control of neutral tonnage to serve the common war need. 

5. The inauguration of the building of a -Diesel motor-driven fleet of merchant 
ships of the Norwegian George Washington type, which, with the great saving in 
fuel and cargo space, wide sailing radius, and reduced labor cost, would free us from 
wee control of other nations and give us a dominance in maritime carriage after 
the war. 
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That brings us to the subject of bunker control and how it was 
exercised on American ships before I became chairman of the Ship- 
ping Board and afterwards. The bunker control was. exercised by 
the British Government, acting through its diplomatic representa- 
tives in the United States, and also through its consular representa- 
tives. An American fleet of vessels would have one ship in a British 
bunkering station, and be required, before it was permitted to obtain 
its bunker coal and sail away, to sign an ag:eement, through the 
management of the company, whereby the ship was to do certain 
things agreeable to the British war policy. The Pacific Mail Steam- 
ship Co, hada vessel in England and was compelled to sign one of 
those agreements before they could get her out. 

Mr. Rat cae: Did that come to your knowledge as chairman of the 
Shipping Board ? 

Mr. Denman. Yes, sir. 

Mr. Ketiey. Is there any record of it in the board? 

Mr. Denman. I have a copy of the bunkering agreement, that was 
given to me by Sir Richard Crawford on my request, to learn what 
had happened to the Pacific Mail Steamship Co. This agreement 
provided, amongst other things, and we were then a neutral, that the 
American company’s ships—not one of the fleet, not the particular 
ship that needed the bunkers, but any one of the fleet of that com- 
pany—should carry no enemy of Great Britain on her. That is to 
say, our then neutral associates in the family of nations—the Bul- 
gavians, Austrians, Germans, and the Turks and all countries at war 
with Great Britain—that no national of those countries should be 
carried on a Pacific Mail Steamship Co. ship, between, say, Manila 
and San Francisco, or between San Francisco and New York or any 
other American ports, or any other port in the world. 

Mr. Ketiry, Gaiam Britain was at war ? 

Mr. Drnman. Oh, yes; she was at war. Mind you, when my ad- 
ministration developed I had in mind the same character of control. 
But the point I am making is, how it is done, so that you may have a 
picture here, and the members of the Congress may have a picture, 
of how these agencies may be utilized when you come into commercial 
or any other conflict. 

Take the Jones bill, for instance, and it would be entirely proper, 
I mean legally proper, as a reprisal, for the business interests of Scandi-_ 
navia or any other interests controlling coal bunkers to say: ‘“We 
will not bunker a ship that under the provisions of the law of its 
flag has exceptional benefits from the Governments that are dis- 
criminating against us. That is the picture that I want to draw, 
but I am not trying to distuss the morals of it. The motor ships 
have a radius of 25,000 to 30,000 miles; they free you from bunkers. 

Now, as to how many of those agreements were signed in all, I do 
not know. I understand that every fleet in the United States was 
compelled to sign one if they had a ship which wished fuel. The re- 
mark concerning bunkers is in explanation of the last sentence of my 
project as outlined to the Senate. ~ 

I was asked yesterday about motor ships being constructed in 
this country. There are to-day 11 motor ships, aggregating one 
hundred and twenty and odd thousand tons, being built in America; 
and they, of course, are the beginning of many more to follow. Mr. 
Schwab is building four of about 20,000 tons’ dead-weight capacity. 
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Mr. Srrete. Each one? 

Mr. Denman. Yes; each one. That shows how the powers have 
developed since the 10,000-ton ships in my time and in Mr. Hurley’s 
time. The 10,000-ton ships was what is regarded in a way as the 
unit of tramp cargo carriers. Two are being built for the American- 
Hawaiian Steamship Co. by the Cramps. Those I think are 12,000 
tonners. Another is being built for the Alaska Steamship Co., but L 
have not got the size of that. Two are being built for the Standard 
Oil Co. of California. One is being built for the Submarine Boat 
Corporation. 

In this connection I want to speak of the attitude of certain oil 
companies toward the Diesel motor ships which would cut down to a 
third the marine market for fuel. 

Mr. Connatiy (interposing). Mr. Chairman, I want to object. 
right here, and ask how far is the committee going to pursue the 
Diesel proposition ? 

The CuarrMan. It seems to me that those matters are subsequent 
to the administration of Mr. Denman and his successors. I do not 
quite see the pertinency, except the fact, which appears, that they 
are building Diesel ships now. I do not know that we care anything 
more about that. This whole Diesel proposition, or a goodly portion 
of it, Mr. Denman, as you have testified about it before the committee, 
of course, is not strictly within the jurisdiction of this committee. 
You have explained very fully, and gone into the matter very fully, 
but there is a vast amount of it that does not come within our juris- 
diction. You have brought out the fact that this proposition was 
under consideration at the time you resigned, and that a contract 
was practically to be signed and was not signed, and that it was 
feasible, according to your view; and I understand that Diesel ships 
are being built at this time. 

Mr. Denman. That is in pursuance of the question put to me on 
yesterday. . ! 

The Cuarrman. I do not know who asked any questions which 
make what you are about to say responsive. I have no doubt that 
this information may be valuable or perhaps may be considered 
pertinent by some other committee, but you understand that this 
is not a legislative committee, and I do not think we ought to pursue 
the subject beyond the point that you have, I think, very fully devel- 
oped; namely, that this matter was under consideration by you as 
chairman of the board; that the most of the details had been arranged; 
that a contract had been practically prepared and was being taken 
up with a view to signing it, and was handed down by you to the 
subsequent administration, but nothing was done by them. 

Mr. Denman. I think you have been very generous with me, Mr. 
Chairman, in allowing me to expand. “ 

The CHArRMAN. We endeavor to give every witness a chance to 
make whatever statement it is his desire to make, but of course you 
must appreciate that there are limits within which the investigations 
of this committee must be confined, and, as Mr. Connally suggests, I 
do not quite see that we would be justified in pursuing it any further 
along the apparent lines of your statement just now made. 

Mr. Denman. To briefly explain that, Mr. Kelley, on yesterday, 
asked me about relative costs. 

The CuarrMan. Well, you have given them to us. 
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Mr. Denman. And I am quite certain that Mr. Kelley had in mind 
a statement that emanated ibe one of the employees of the oil com- 
pany; but there is no need for going into that. 

The CoatrMan. You have faruichad us a list that developed the 
cost. 

Mr. Denman. All right. 

The Cuarrman. Have you any questions, Mr. Steele ? 

Mr. Steere. Just a few. Mr. Denman, awhile ago you stated 
that you severed your official connection with the Shipping Board 
on July 24,1917. Were you connected in any way with the Shipping 
Board subsequent to that time ? 

Mr. Denman. No, sir. 

Mr. Srrxtx. Then did you have any means of knowing what their 
transactions were after that time; that is, in an official way or by any 
connection with the board ? 

Mr. Denman. I had various consultations with members of the 
board, and some of them were good enough to seek my advice, and 
some got it gratis. 

Mr. Steere. After your connection with the board ended, did you 
remain in Washington ? 

Mr. Denman. I was here for about three weeks. I wrote a letter 
to Mr. Hurley, advising him that I desired to lay before him these 
projects. 

Mr. Srreix. That is, the Diesel projects ? 

Mr. Denman. And the division of accounting, and 
Mr. STEELE (interposing). I understand that you live in San Fran- 
cisco ? 

Mr. Denman. Yes, sir. 

Mr. Steere. That is your home? 

Mr. Denman. Yes, sir. 

Mr. Stree. It was then and is now? 

Mr. Denman. Yes, sir. 

Mr. Srreve. And I suppose after you severed your connection with 
the Shipping Board you returned home. 

Mr. Dist av. No; Iwas here for four months in the spring of 1918, 
in connection with certain litigation I had here, and during that time 
I was in constant conference with different persons connected with 
the Shipping Board. I have visited Washington and consulted with 
board members twice besides. 

Mr. Steeie. That is, as to general policy, etc. 

Mr. Denman. Yes, sir; as to general policy. 

Mr. Sterne. You did not keep informed as to details ? 

Mr. Denman. Oh, no. 

Mr. Srrere. So that anything that took place after that as to de- 
tail matters of accounting and things of that kind you have no official 
knowledge of them ? 

Mr. Denman. Not as to details of accounting, but the general 
policy being pursued was known to all of us. 

Mr. STEELE. On yesterday you placed in the record a list of the 
ships being constructed in Great Britain of the Diesel type. 

Mr. Denman. Yes. 

Mr. SreEte. Were they constructed under Government or private 
management ? 

Mr. Denman. I think nearly all of those were under the—those 
now being constructed are under private management, but during 
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the war all shipping in Great Britain, as it was in the United States, 
was under Government control. Lord Pirrie, who is constructing 
them, was British comptroller of shipping. 

Mr. SreEte. That list is made up of ships under private manage- 
ment ? 

Mr. DENMAN. Yes, sir. 

Mr. Sreetn. You also referred to having obtained a license with 
reference to the Diesel engine. 

Mr. DEnmAN. I obtained it in this sense, that I got the Cramps to 
make a tender of the license that they already had, in connection 
with the contract. 

Mr. Srrete. The Diesel engine had been patented, had it not? 

Mr. DenmAN. Well, there are a great many patents. The original 
patent of Mr. Diesel had expired, but the idea had been appropriated 
to many forms of propulsion, and this particular one that was 
chosen by Lord Pirrie, who was the master of English shipping during 
the war and was had by the Cramps, was the one I chose. 

Mr. Sreete. Has that been patented in this country ? 

Mr. Denuam. I presume it has, but I do not know. 

Mr. Sreetn. It was from the Cramps that you obtained this 
license that you speak of? 

Mr. Denman. I obtained it in the sense that I got the Cramps 
association to offer to build it. 

Mr. Sreere. On yesterday you referred in a general way to the 
British having acquired control of the Mesopotamian oil fields. 
Prior to that what was the comparative production of oil in the 
United States and Great Britain? 

Mr. Denman. I can not give you the figures, butit was overwhelm- 
ingly in favor of the United States. 

r. STEELE. As a matter of fact we export large quantities of oil, 
do we not? 

Mr. Denman. Oh, yes. Our supply is being drained by British’ 
fuel consumption in ships to-day and other ships—Scandinavian 
and the whole group. 

Mr. Streeter. But the whole matter is under the control of this 
country as far as surplus production is concerned ? 

Mr. Denman. That is quite correct—well, I disagree with you, 
and will correct that by saying it is within the United States, but not 
under United States control. 

Mr. Srerie. Well, it could be in time of war. 

Mr. Denman. Yes. But not now when it is being drained for our 
competitor’s benefit. 

Mr. Sreetn. In discussing your original organization, Mr. Den- 
man, you stated that you believed in division of responsibility. 

Mr. Denman. Division of functions and responsibility over them. 

Mr. SreeLe. In your scheme of organization which you outlined 
here, then, each particular division was confined to its own work. 

Mr. Denman. Well, two grand divisions were all I spoke of. That 
is, operations on one side and manufacture on the other. 

Mr. Srerie. During your administration did you ever take cogni- 
zance of any other department of the Government at all? 

Mr. Denman. Any other department of the Government? 

Mr. Srzete. Yes. For instance, in your division as to the carriage 
of materials did you take into consideration that the Army or the 
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Navy Department or the War Department might be interested in 
the transportation of that particular article ? 

Mr. Denman. Yes. During those weeks in which I said I was 
very rarely at the actual detail administrative meetings of the 
Shipping Board I was in constant consultation with Secretary Baker 
and Admiral Benson, and both of these gentlemen lent their cooper- 
ation, as well as did their subordinates, toward getting a uniform 
scheme for the control of shipping. 

Mr. SreELe. That was with reference to the organization. 

Mr. Denman. Yes; that was with reference to the organization. 

Mr. Sreete. So far as Army affairs were concerned, that was left 
to the War Department, and so far as naval affairs were concerned 
that was left to the Navy Department. 

Mr. Denman. Yes, sir; but in coordination. 

Mr. Sreere. This organization, as I understand you, had to be’ 
gotten up very quickly, almost on the spur of the moment, and was 
entirely different from the War Department or the Navy Depart- 
ment, which had grown up and developed through a long series of 

ears. 

” Mr. Denman. Yes; and purposely different, because it was to be a 
commercial ee administration and in constant contact with 
live commercial business men, and would attempt to absorb their 
methods as distinguished from the more highly centralized and 
technical methods necessary to the Army and the Navy. 

Mr. Sreeve. The details of the construction department you say, 
were left almost entirely with Gen. Goethals. 

«Mr. Denman. All details were left to him. 

Mr. Steere. All details with reference to that department ? 

Mr. Denman. Yes,-sir. 

Mr. Streeter. And you said the difference between the disbursement 
of the presidential fund and the direct appropriation to the Emer- 
gency Fleet was as you outlined? 

Mr. Denman. Well, the distinction I was making at that time, 
when I was testifying a few minutes ago, Mr. Steele, was the difference 
between the emergency fund that we used to operate and repair these 
German ships, and the $50,000,000 with which we bought stock of 
the Emergency Fleet Corporation. Now, thereafter, following the 
act of the 15th of June, 1917, and the allocation of powers by the 
President on July 11, 1917, vast funds came from the Congress, 
legally through the President, but from him directly to the Emergency 
Fleet Corporation, and in legal contemplation did not pass through 
the Shipping Board. 

Mr. Streeter. When was the Emergency Fleet Corporation 
organized ? 

r. Denman. On the 18th of April, 1917. 

Mr. Srerre. When did you have the appropriation from the 
Congress ? 

Mr. Denman. The original act of September, 1916, provided an 
appropriation of $50,000,000 for a Shipping Board and it gave to the 
Shipping Board, that original act did, the power to create corpora- 
tions for the stimulation of shipping activities. When the war came 
on the legislation that I proposed to the Congress in the session 
ending on March 4 was defeated in the press of the activities of the 
last two weeks, as you will remember, of that session. So that I had 
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no new war powers to act under when the war was declared on April 
6. So that what I did was to create the Emergency Fleet Corpora- 
tion out of this original act which provided for the creation of these 
corporations. 

e Mr. Sreeie. I was directing your attention peculiarly to the war 
powers. They came along in June, did they not? 

Mr. Denman. On June 15. I was with the Congress for about five 
weeks shaping up that bill. 

Mr. Srreie. That act was passed on June 15, and you severed 
your connection with the board on the 24th of July following. 

Gi Denman. Yes, sir; I got no powers under the act until the 11th 
of July. 

i Sea So that so far as your official connection with the 
administration of that act is concerned it was confined to a period of 
about two weeks ? 

Mr. Denman. That is correct. 

Mr. Sreeie. On yesterday, Mr. Denman, in the course of your 
testimony you referred to the very familiar maxim, ‘‘Oh that mine 
enemy would write a book.’ Will you tell us who the enemy was 
and what was the title of his book? 

Mr. Denman. I was referring to my own statement, in which I 
unfortunately used the phrase that Mr. Kelley promptly seized upon. 
I was not referring to anybody else. 

Mr. Srretr. The impression on the minds of some people was that 
you were referring to other people. 

Mr. Denman. No; and the fact is I never saw the book you 
evidently have reference to until this morning. 

Mr. SteeLx. The impression on some peoples’ minds was that you 
were referring to that book. : 

Mr. Denman. To make that clear let me say that the gentleman 
Tam speaking of, Mr. Hurley, I have had most delightful and amicable 
relations with. I have had no break with Mr. Hurley, and admire 
him greatly. He did not take my policies, it is true, but 

‘Mr. Sreece (interposing). Well, I merely wanted to correct that. 

Mr. Denman. Well, I am glad you did. I was my own enemy in 
that case, Mr. Steele. 

Mr. Sree. That is all. 

Mr. Fosrrr. You were the author of that book to which you 
referred on yesterday ¢ 

Mr. Denman. Yes, sir. Imeantmy prepared statement. 

The CuarrmMan. Mr. Hadley, have you any questions ? 

Mr. Haptey. A few. Mr. Denman, you referred to the record 
this morning for a statement with regard to the board’s policy that 
you wished to have executed with reference to Diesels. Were those 
the minutes of the Emergency Fleet Corporation or of the Shipping 
Board ? ; 

Mr. Denman. They were Shipping Board minutes. General 
Manager Goethals and the Shipping Board were in conference. 

Mr. Haptey. They were on the 19th of July? 

Mr. Denman. Yes. 

Mr. Hapiey. And you resigned on the 24th of July? 

Mr. Denman. Yes, sir. 

Mr. Hapiry. At the time that you made that statement that 
appears in the minutes of the Shipping Board I infer from your 
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earlier testimony that you had no knowledge that you were likety 
to resign. 

Mr. Denman. That is correct. 

Mr. Haptey. That information came to you later. 

Mr. Denman. It came to me about an hour before I resigned. 

Mr. Hapuey. So that this minute was made in the ordinary course 
of business and in anticipation of proceeding regularly throughout a 
continuing administration. 

Mr. Denman. Yes. 

Mr. Haptey. The act of September, 1916, under which the Emer- 
gency Fleet Corporation was organized of course had not in contem- 
plation the exercise of any war powers. That was for commercial ° 
ship construction and commercial purposes, was it not? 

Mr. Denman. No; there was a very large group of provisions of a 
war nature in that act. That act was 

Mr. Haptey (interposing). I was referring to the section of the 
act which dealt with the organization of corporations. 

Mr. Denman. No; the organization of corporations was contem- 
plated for commercial activity. 

Mr. Hapiey. And it was provided that one or more corporations 
might be formed as in the judgment of the board might be thought 
necessary and proper ? 

Mr. DenMAN. Yes, sir. 

Mr. Hapiey. As a matter of fact one was organized and only 
one; there never has been but one organized, has there? 

Mr. Denman. That is correct. I wanted another. 

Mr. Hapiey. And that was organized for the purpose of prosecut- 
ing construction work. 

Mr. Denman. Emergency construction work, as it was called. 
But we hoped to go ahead in the emergency and make the ships of as 
permanent type as we could. 

Mr. Haptey. And the board was organized in January, some 
three months before we entered the war. 

Mr. Denman. Some two months. 

Mr. Hapiey. The corporation was organized a short time after 
we entered the war, 10 days or such a matter, was it not? 

Mr. Denman. Yes. 

Mr. Haptey. But the emergency shipping act referred to by Mr. 
Steele a moment ago was passed in June. 


Mr. Denman. Yes. 
Mr. Haptey. Did the act which you had reference to in your 


answer do more than provide an emergency shipping fund for ship 
construction during the war? 

Mr. Denman. Yes; that act provided for powers for construction 
and particularly for powers which I sought throughout the month 
of May to control the building of nonwar_ steel structures, high 
buildings, and bridges; the act gave the President power to place a 
preferential order that would cut out nonwar construction and con- 
centrate the steel producers on war material. 

Mr. Hapiey. The crux of that was this, was it not: To confer 
upon the President the power to construct ships and appropriated 
a given sum of money for that purpose; that is correct, is it? 

Mr. DenmMAN. Yes, sir. 

Mr. Hapiey. And it also conferred upon him the power to do it 
through such agency or agencies as he might determine? 
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Mr. Denman. That is correct. 

Mr. Hapiny. And he did determine upon the Shipping Board. 

Mr. Denman. Yes; for operation. 

Mr. Hapiey. And delegated the power to the board 

Mr. Denman. (interposing). Construction went to the Emergency 

’ Fleet Corporation. 

Mr. Hapiry. Well, in saying the board, the Emergency Fleet 
Corporation is an arm of the board; although independent, it really 
is its own creator. 

Mr. Denman. It was at the time of the creation; but I believe, 
Mr. Hadley, that the devolution of the power from the President to 
the corporation passed entirely by and not through the Shipping 
Board, and the only way the Shipping Board became interested was 
indirectly, in that the members of the Shipping Board were mem- 
bers of the corporation. I think that is the legal effect of the act 
of June 15, 1917. 

Mr. Haptey. At the time the President conferred these powers 
upon the Emergency Fleet Corporation did he accompany that with 
any specific directions, or did he simply leave it with the board and 
the Emergency Fleet Corporation to execute the power in their own 
way without any presidential direction ? 

Mr. Denman. There was no direction ‘from the President other . 
than as contained in the order. But the President had been in 
discussion with Gen. Goethals and myself regarding the prospect. 
for getting a large quantity of vessels. “As to the division of author- 
ity, the order he gave clearly determined that. 

Mr. Hapury. The order itself passed the authority for construction 
to the Emergency Fleet Corporation ? 

Mr. Denman. To the Emergency Fleet Corporation, and for opera- 
tion to the Shipping Board. 

Mr. Haptey. Then it developed in this statement that this divi- 
sion of authority was not one instituted by yourself but by the Presi- 
dent through you. 

Mr. Denman. Well, I submitted the draft of the order to him. 

Mr. Hapiey. Yes, I appreciate that; but the President really 
determined that policy. : 

Mr. Denman. Yes, 

Mr. Hapiry. And in all that procedure afterwards it was the result 
of that policy of segregation of authority. 

Mr. Denman. No; all that proceeding afterwards in my opinion, 
or not all but a very considerable portion of the difficulty that oc- 
curred afterwards, arose from not following the President's order. 

Mr. Haptey. Well, I meant to say that the outstanding authority 
under which presumably things would occur was in pursuance of that 
division of authority ? 

Mr. Denman. Yes, sir. 

Mr. Haptey. Whether it was followed or not is another matter. 

Mr. Denman. Yes, sir. 

Mr. Haptey. Then, as far as this cornmittee is concerned, in meas- 
uring the regularity of what was done, that, after all, has to be meas- 
ured by the terms and stipulations of the by-laws and minuted of the 
Emergency Fleet Corporation, when we are referring to the manu- 
facture of ships. 

Mr. Denman. That is correct. 
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Mr. Hapiny. And as to repairs nd operations we would refer to. 
the minutes and proceedings of the Shipping Board. 

Mr. Denman. You would, if it had been followed. 

Mr. Hapuwy. As to whether it was followed after you left the board 
you are not personally familiar ? 

Mr. Denman. Only by the statements of the members of the board. 

Mr. Haptey. Under the by-laws of the Emergency Fleet Cor- 
poration was this delegation of authority to Gen. Goethals, to which 
you referred in the early part of your testimony, such authority ? 

Mr. Denman. Yes. 

Mr. Hapiry. Was it in the by-laws or in the minutes by resolution ? 

Mr. Denman. My recollection is that Gen. Goethals was, or rather, 
_ position of general manager was created in the by-laws them- 
selves. . 

Mr. Hapiey. And the resolution providing for the selection of 
Gen. Goethals established the matter of the board’s action, in pur- 
suance of the by-laws. 

Mr. Denman. Yes. 

Mr. Havtery. But if I understand you, this scheme of organization, 
after the selection of Gen. Goethals, it would not be within your 
province under the by-laws to interfere in any way with his manage- 
ment of the affairs of the Emergency Fleet Corporation. 

Mr. Denman. No; except that, as the general manager would be 
under the direction of the board of directors, and acting as president of 
that body the discussions of the directors I would participate in. But 
the understanding of all of us and every one, from the President him- 
self down, beginning when he sent for Gen. Goethals or wrote for him 
to report to us, was with the understanding that he was to have con- 
trol as he had had on the canal, for details of construction. You will 
recall that the canal was designed by the engineers and then carried 
out by Gen. Goethals, and it was that concept here. You can not 
understand it without picturing him in his prior accomplishment. 

Mr. Hapey. Such conception would be specified in the by-laws of 
the Emergency Fleet Corporation. 

Mr. Denman. Yes, sir. There was an executive committee in the 
Fleet Corporation that Gen. Goethals was on, and that was Gen. 

Goethals; in fact, the executive committee was really Gen. Goethals. 
himself. 

Mr. Haptey. Referring to another feature of your testimony: You 
classified the recognized forms of contract for ship construction, and I 
think you named three; was that correct? 

Mr. Denman. Four. 

Mr. Hapiey. The lump-sum contract, the fixed sum plus a fixed 
fee, and the contract plus percentage, and what was the fourth ? 

Mr. DenmMAN. The lump sum was variable as to certain items. So. 
that if a ship was to cost $1,000,000, and the steel plate was estimated 
at 24 cents a pound, and yet the plate actually cost 3 cents or 3} 
cents, the Emergency Fleet Corporation would be compelled to absorb 
the difference between 24 cents named in the contract, the tentative 
price, and the 3 cents or 3} cents actually paid for the plate. 

I do not know whether I did say yesterday or not that Judge 
Gary, after the controversy over the price of steel plate, offered us all 
we wanted at 3 cents a pound. 
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Mr. Hapiey. Am IJ correct in understanding from your testimony 
that the board at no time during your incumbency adopted the plan 
of cost plus a percentage ? 

Mr. Denman. That is correct. 

Mr. Haptery. That is, cost plus a percentage on the cost. 

Mr. Denman. That was not adopted. 

Mr. Hapiey. Were any contracts executed during your incum- 
bency that so provided ? 

Mr. Denman. My recollection is that none was executed of that 
character. : 

Mr. Haptery. Do you recall the occasion when a delegation of con- 
tractors, or intending contractors, from the three Pacific Coast States 
came to Washington to take up with the board the question of an 
alleged discrimination against the Pacific coast builders, wherein it 
was claimed that an order or an edict of some kind had been issued to 
the effect that the cost plus a percentage plan would be applied in the 
East, but not on the Pacific coast, and that the lump-sum contract 
was to obtain out there, and that only? Do you recall an occasion 
of that kind arising while you were on the board ? 

Mr. Denman. I think I do. There were many delegations; the 
fact is that Washington was swamped with delegations, but I remem- 
ber a statement about disc1imination, but whether it was between 
the two coasts or between the coast and some certain contractors 
in other places I do not recall. But'as I recollect it I told the spokes- 
man of that group, or some member of that group, to take the matter 
up with Gen. Goethals, and I think it was adjusted at the time. 

Mr. Hapiey. I think that is true, but I was seeking to ascertain 
what the fact was—as to whether that was an actual order that had 
gone into effect or a plan that was contemplated and abandoned. 

Mr. Denman. I think not. I know that Gen. Goethals was always 
strongly against the idea of permitting a contractor to think that he 
could be easy in construction and lax in administration, so that 
there would be a building up of costs which would build up’ his profits. 

Mr. Hapiey. As a matter of fact, that plan was adopted later and 
applied in the course of ship construction, was it not ? 

Mr. Denman. I only know that by hearsay. The general under- 


standing of the street is that there were two or three contracts of 


that character let. 
Hapiey. Who determined the kind of contract that should 
be made during your administration ? 

Mr. Denman. The Emergency Fleet Corporation’s manager. It 
was a part of their functions. 

Mr. Haptey. In the determination of that was it left entirely to 
the general manager or did the board of directors and you as president 
of the organization have a consulting status regarding the character 

- of contract ? 

Mr. Denman. No 

Mr. Haptey (continuing). I do not mean a specific or individual 
ha but the general policy under which contracts were to be 
made. 

Mr. Denman. I think you will find in the records of the board a 
memorandum or a series of memoranda exchanged between Gen. 
Goethals and myself regarding the method of compensating con- 
tractors. My memory is not clear regarding that, but sometimes 
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there would be a memorandum exchanged, and’ sometimes we would 
meet and discuss the matter. 

Mr. Hapiry. Did you have under consideration, among other 
plans, the question of cost plus a fixed percentage ? 

Mr. Denman. Yes. A great many men would say: We do not 
want to go into the building of ships. We have two ships that we 
can ald but we do not want to build ten or twenty, because it is 
rishing our capital under adverse conditions. Some of them were 
very patriotic and were walling. and anxious to do all they could, but 
different men urged ‘that if they were going to take this risk they 
ought to have a corresponding gain; that in event they had difficulties 
to arise in securing materials, at a higher price, or difficulties in 
looking around to find labor, and more particularly administrators, 
because that was where the weakness was in the building of ships; 
to get men to take those plants and lick them into shape, or to get 
dig cohen and specialists that were necessary, they thought they 
ought to have something more. That did not appeal to us. We 
felt that in war time that if a fellow had patriotic energy, a fixed fee 
was enough to pay him for it. 

Mr. Hapiey. What in your opinion is the difference between that 

kind of contract and one with a fixed fee, as to probable cost ? 
_ Mr. Denman. The fixed fee contract gave no pecuniary temptation 
to the contractor to expand cost. The percentage system over the 
entire cost of course had a direct pecuniary inducement in it to permit 
the men to loaf on the job, make a wasteful use of materials, and 
increase the cost of construction. 

Now, the Navy had pursued -the percentage policy in a very large 
number of these contracts. On the other hand, they had a long- 
developed group of skilled inspectors and administrators, that in 
many cases practically took charge of plants and kept them within 
bounds, or attempted to do so—and when I say ‘“‘kept” of course 
that I do not know—but they attempted to keep them within bounds 
as to expansion of cost of plants that might otherwise have been un- 
limited if the contractor decided to make money and nothing else. 

Mr. Hapiey. Whereas in the administration of the board and the 
Emergency Fleet Corporation you found much difficulty, did you not, 
in getting men of experience, or any experience at all in the require- 
ments of inspection and administration ? 

Mr. Denman. As a matter of fact, so far as the type was concerned, 
a large percentage of them were nonexistent. They had to be created, 
they had to be taken from other classes of manufacture and made 
ship manufacturers. 

Mr. Haptey. There were very few facilities for shipbuilding at all 
in the shipbuilding sections as they were afterwards developed ? 
Mr. Denman. That is true. 

Mr. Haprey. On which coast did the greater facilities exist ? 
Mr. Denman. At the beginning of the war the greater facilities 
existed on the Atlantic coast. At the height of the construction the 
Pacific coast built, not comparatively but in the gross more vessels. 
Mr. Haprxy. Isn’t it a fact that the Pacific coast built more than 
50 per cent of the tonnage that was delivered during the combat 

erlod ? 

Mr. Denman. It was so announced. The climate there permits 
construction in summer and in winter. With climate such as we 
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have on the Pacific coast in the summer there is no heat and men are 
not ducking in out of the sun when working on the hulls, and in the 
winter time there is no intense cold so that men are seeking to go to- 
fires when riveting. 

Mr. Hapury. Deliveries began earlier on the Pacific coast than 
on the Atlantic, did they not? 

Mr. Denman. I do not know about the case of single ships, but I 
think the mass of tonnage began earlier. 

Mr. Hapiry. Do you know why that was? 

Mr. Denman. You know the shy attitude that we Pacific Coasters. 
have about introducing the subject of our climate. My impression 
is that it was due to the superior activities of the men who came 
within the beneficent range of our climatic conditions. 

Mr. Haptey. I was led to ask that question by reason of observa- 
tions I had made. I notice that near the end of November, 1917, 
the first steel ship was ready to launch the next day in Seattle, named 
City of Seatile as I recall. At Hog Island yard, which I visited, with 
the Committee on Merchant Marine and Fisheries on the 23d of May,. 
1918, six months later, f think there were nearly 50 keels laid, but. 
only two ships partially underway above the keels, as I recall. 

Mr. Denman. Keel-laying was a great trick, you know. I do not. 
use the word ‘‘trick”’ offensively; but there was a provision in the 
contract, as I recall it, that a certain amount of the payment would 
come on the laying of the keel—and I am not thinking of Hog Island 
now, particularly—but they got those keels laid with most extraor- 
dinary dispatch, and then the other materials would be assembled 
and the progress of the ship would be more deliberate. The real 
test of a yard was the mass of tonnage delivered in a given time; 
tons per week, was the real determining factor in regard to a plant’s. 
output. 

Mr. Haptry. The same general condition existed largely upon the 
Deleware, at that time, as remember. That is, that much progress. 
was being made in the way of preliminary work, but that very little: 
progress was being made in the way of completed ships. We visited 
158 ways. 

Mr. Denman. You will remember that the figures that Gen. 
Goethals gave me as to the cost of Hog Island, an outline of which I 
was seeking for the Congress in that week before we resigned, showed 
a total estimated cost, of, in the neighborhood, $22,000,000. The 
yard cost in fact, according to the records of the board, upward of 
$60,000,000. What happened between the time of my resignation 
and the time of your visit was described in the report I think of the 
Department of Justice as ‘‘an organized riot’’—that was not a 
sympathetic report. The project was an enormous one. It did not. 
get under way until the ground began to freeze, and they had to steam. 
the ground out to get the piles in in many cases; and then it was so: 
huge that the mass of persons engaged in the work were very difficult 
to organize for efficient operation. 

T think a more interesting comparison would be what individual 
yards did in the east as against individual yards in the west with a 
similar start. And there is no question about the situation—that 
the cold weather in the east, the freezing, not only pulled back the 
energies of the laborers, but it actually had an effect on the construc- 
tion of the ships; the variations of temperature arising in the eastern 
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‘shipyards between the time of the laying of the keel and the finishing 
of the vessel, the expansion and contraction of different portions of 
the ship, making an appreciable addition to the cost, in refitting 
rivets and readjusting frames, beams, and plates. 

I remember that the foreman of the Harlan & Wolff yards called 
on me in the month of June and figured a percentage, which I believe 
was 4, on the heat and cold expansion and contraction of steel 
members, in favor of construction in the temperate climate of the 
Pacific coast against the more difficult climates of countries like 
Denmark and Norway and territories where there is severe winter 
frost. It was a very interesting comparison that he had made, and 
he had worked it out and was going back to Lord Pirrie’s company 
with certain recommendations to establish British yards on the 
Pacific coast of the United States. 

Mr. Haney. Did you have under consideration the building of: 
concrete ships during your administration ? 

Mr. Denman. The first discussion of concrete ships came up in my 
time. It was first looked on as a joke, and then more and more 
acters plans developed, and it had received serious discussion when 
we leit. ; 

Mr. Haptry. Were you favorably disposed toward the construc- 
tion of ships of concrete ? 

Mr. Denman. I should have tried it, because in doing that you 
disturb practically no steel vessels—in both wood and concrete— 
papier-maché and tin, too, as far as that is concerned, if a good 
scientific prognosis were made and it would not interfere with steel, 
I think we would have tried it out, provided it did not require too 
large an original expenditure. The original experiment with con- 
crete.was comparatively small in cost. 

Mr. Haptey. Had the Faith been constructed ? 

Mr. Denman. No; I think the Faith was launched in the spring 
of 1918, while I was in Washington. I may be wrong about that. 
Mr. Haptry. So if you had proceeded it would have been purely 
upon an experimental basis, without any practical knowledge of the 
practicability of concrete ships ? 

Mr. Denman. No; I think there had been some little building of 
concrete ships at the time—perhaps a concrete barge or two on’ the 
Mississippi River. 

Mr. Paar. But there has been no ocean-going freighter in 
service ¢ 

Mr. Denman. No. I understand that there are gow two concrete 
oil tankers on the Gulf that are rendering admirable service. There 
was a very serious question as to whether they would carry oil, 
whether the oil would not disintegrate the concrete or the bond of 
concrete and steel. But it seems to be all right. 

Mr. Haptey. That is all. 

The Cuarrman. Mr. Connally, do you want to ask any further 
questions ? 

Mr. Connatiy. I want to ask Mr. Denman one or two questions 
along the line that Mr. Steele asked him a while ago, as to whether 
he was testifying along the line of general knowledge rather than 
first-hand information 4 

Mr. Denman, you said on yesterday that Mr. Rosseter’s time, 
after he reached Washington, was spent in straightening out matters 
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of accounting rather than in operation. As a matter of fact, that 
was subsequent to your direct connection with the board? 

Mr. Denman. Yes; and in regard to that statement I did not mean 
to say that his entire time was so taken up. I say that his con- 
structive energies were ,hampered by the difficulties of accounting 
and the establishment of managerial control over those agencies. 

Mr. Connatiy. The point I want to direct your attention to is, 
whatever information you have on that is second hand information, 
is merely hearsay? You were not here and were not connected with 
the Shipping Board then ? 

Mr. Denman. I was neither here all of them nor connected with 
the Shipping Board. All information I have given you concerning 
what other people did in my own time or any other time is what 
they told me and what I saw in the reports, as is the case of all the 
information in practically all of the testimony here along that line, 
IT assume. There is no man who can come to you and testify as to 
policy who is not obliged to take the whole field as it lies and depend 
on reports of other officers as to some of it. 

Mr. Connatiy. The point is that you were in San Francisco the 
most of the time and Mr. Rosseter was here in Washington, and 
what you know of the actual doings of Mr. Rosseter were not gained 
by yourself, ~ 

Mr. Denman. I was not in the Shipping Board side with him, no, 
sir. But I do know that energetic and powerful men have only so 
much energy to go on, that there is a limit to the best of them. They 
function to a certain point and quit. 

Mr. Connatry. Certainly. 

Mr. Denman. And if a man has got to spend his time correcting 
past mistakes, as quite likely, they had to correct those of my ad- 
ministration, there is a limit to the other things he can do. 

Mr. Connatiy. There is no controversy about that, but I just 
want to get the weight to be attached to your testimony by getting ~ 
the source of your information. You also made some statements 
about if we could get the President to consent to open up the question 
of secret conferences, etc., we might secure the reason for your being 
requested to resign. 

r. Denman. I said the influences which led up to it. 

Mr. Connatiy. You received a letter from the President which 
caused your resignation, did you not? 

Mr. Denman. Yes; and that was published. 

Mr. Connatiy: And that was what-you acted on? 

Mr. Denman. Yes, sir. 

Mr. Connatty.. You accepted that as the cause of your resignation ? 

Mr. Denman. No. 

Mr. Connatiy. You accepted that as an expression of the reason 
why you resigned; as the expression of the reason ? 

Mr. Denman. An expression. 

Mr. Connatty. Then you think there were other and secret influ- 
ences that were not expressed in that letter? 

Mr. Denman. In the creation of the opinion of an administration 
that the public and individuals have, there is an accumulation of 
impulses and impressions. I presume I have gathered about as 
complete an aggregation of diverse influences as an administrator 
could. I wanted to open the St. Lawrence Channel before we got into 
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the war and certain railroad men and New Yorkers did not like it. I 
wanted lower freights and certain shipping men did not like it. 
Lower steel made enemies, as did Diesels, the St. Lawrence, etc. 

Mr. COnNALLY (interposing). Let us not get off onto the St. Law- 
rence. That is a little far away from this committee. 

Mr. Denman. If we are to judge the act of the dismissal of an 
administrator we have to take into consideration his public availa- 
bility and, if he is right or not, whether he has ceased to be useful; 
because with an accumulation of adverse comment on him you might 
. be justified in removing him, although you would resolve each one of 
the controversies in his favor. : 

Mr. Connatiy. Certainly. And you will recall that I asked you 
the other day if you and Gen. Goethals both simultaneously resigned, 
and if naturally in that case the question would not arise if it was not 
a matter between you. But you did not accept the statement in 
the letter of the President as being the reason; you think there was 
something behind it ? 

Mr. Denman. I would like to make a statement in regard to that. 

Mr. Connatty. I ask you whether you did accept it or not. 

Mr. Denman. My impression is that the President had received 
. innumerable complaints about the different matters as to which I had 
disagreements of policy; like the St. Lawrence matter, as to which 
the railroad men were not pleased; and with the accumulation of 
those things in his mind, including this matter I referred to this morn- 
ing, it led him to believe I was not available. 

r. ConNALLY. It was all a myth about the difference of opinion 
between you and Gen. Goethals on the policy of the board ? 

Mr. Denman. On wooden ships; yes, sir. 

Mr. Connatity. What was the difference between you and Gen. 
Goethals? 

Mr. Denman. We are entirely agreed on the Diesels. 

Mr. Connatty. I did not ask you about Diesels. I am satisfied 
you convinced him about Diesels. But what was the difference 
between you and Gen. Goethals which, perhaps, resulted in the resig- 
nation oe both of you? ; 

Mr. Denman. I think the thing that focused public attention at 
that time was Hog Island. 

Mr. Connatiy. In what respect? Were you in favor of Hog Island 
and he against it, or you against it and he for it? 

Mr. Denman. Both of us were strongly in favor of building a 
fabricating steel plant. 

ae ConnaLty. There was no point of difference between you 
there. 

Mr. Denman. No. Iwas in favor of having a very full and 
complete statement of the anticipated cost, and very careful planning 
as to the anticipated project, before we got into it. Gen. Goethals’s 
idea, apparently, was to take the services of this group of men in 
New York that had prepared for him an outline of cost and develop 
the project as he went along. And we were discussing that matter 
between us, and I think the general—although it is not for me to 
explain what was in his mind, but my impression was that Gen. 
Goethals thought that this was the beginning of a series of invasions 
on his administration that would hamper his activities. And if it 
had been he was right in resenting it, because he should have been in 


3274 SHIPPING BOARD OPERATIONS. 


charge of the job and we should not have interfered. Now, it was 
not our intention to do that. That was pending, and while it was 
pending thé papers were filled, from one end of the country to the 
other, with articles about “the dispute between Gen. Goethals and 
Mr. Denman; and Mr. Denman desiring to build wooden ships and 
Gen. Goethals desiring to build steel ships, and wood being the 
character of Mr. Denman’s head and steel being the character of 
Gen. Goethal’s resolution.” Taoat was the picture in the press at 
the time. 

Mr. Connaty. Yes; we recall it. Now, how far did this difference 
between you and Gen. Goethals proceed? You wanted an estimate 
of cost and such an estimate was made out, wasn’t it? And didn’t 
you refer to it in your testimony as $22,000,000? 

Mr. Denman. Yes; and it reached me on the day or thé day before 
we resigned. 

Mr. Connatty. The estimate ? 

Mr. Denman. Yes. 

Mr. Connatiy. So then there was no trouble about that, because 
you had your way about that? Gen. Geothals did not object to this, 
did he? I just want to press this controversy matter enough to see 
how it eventuated. 

Mr. Denman. That was all. I never had any feelings that the - 
Hog Island dispute would not be resolved and resolved amicably; 
that all the alleged differences, if there was a difference in the general’s 
mind as between us, would not be resolved. I have dealt with a great 
many men, not as great as Gen. Goethals but of commanding power, 
and have had no difficulty in contact of that kind. 

Mr. Connatty. Well, really it never came to a controversy at 
all? It was only a difference of opinion, which did not recult in 
hurting your feelings, did it? 

Mr. Denman. Gen. Goethals was very determined that we should 
not invade his power of administration. Now, there were persons 
who utilized those reports of differences, who, I am told, appealed to 
the Council of National Defense, and quite likely appealed to the 
President, though I do not know that, to get rid of us, so there would 
be no Diesels and no Mr. Denman and no Gen. Goethals, and a new 
crowd would come in, and with their inexperience things would drift 
along until they got experience. 

Mr. Srrete. So they were really after the Diesels? That is the 
animal they were chasing ? 

Mr. Denman. No; I think that was only one of the good many 
things. My policies on steel prices, lower freight rates, the St. 
Lawrence, the control of neutrals, the abolition of the fugitive 
sailor law and many other matters. 
Mr. Connatty. I believe that is all. 
Mr. Sree.e. One or two matters occurred to me during Mr. Had- 
ley’s examination. Was the Hog Island site determined upon dur- 
ing your administration, Mr. Denman ? 
Mr. Denman. Yes. 
Mr. Streetz. Was the site selected by Gen. Goethals ? 
Mr. Denman. It was. 
Mr. Srrete. When was construction commenced upon Hog 
Island, do you recall ? 

Mr. Denman. I think Admiral Capps waited for several weeks. 
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Mr. Srretx. Do you recall that it was about September when 
actual work was commenced ? 

Mr. Denman. Well, that would be a month or a little over a 
month. 

Mr. STEELE. It required a great deal of development work before 
he commenced construction of the ways at Tog pees did it not? 

Mr. Denman. It was a marsh, covered by the tide at certain 
periods, and with a considerable amount of high land behind it, 
and preliminary work of piling and draining and general marsh 
reclamation of course had to be performed. 

Mr. Srerie. So that the actual construction of ways did not 
comimence until pretty late in the winter ? 

Mr. Denman. q think so. I think the actual construction of 
ways, of piling, was right in the midst of frost. 

Mr. Streeter. You have referred to the difference in climatic con- 
ditions between the Pacific coast and the Atlantic coast. Do you 
recall that that winter in particular was one of the severest known 
along the Atlantic coast ? 

Mr. Denman. It was. I think administrators had about as great 
difficulties to overcome as could have been overcome. The rail- 
roads as you recall were themselves perilously retarded in operation 
and could not get materials to the yard. The organized riot that 
they spoke of was partially organized by nature. 

Mr. Srerre. And it led to great difficulty in performance by labor 
and in getting work done. 

Mr. Denman. And housing, too. 

Mr. Srrete. That applied to all shipbuilding plants along the 
Delaware River at that time, didn’t it? 

Mr. Denman. It must have. 

Mr. Srrere. And of course that interfered very materially with 
the speed at which ships could be constructed at that point. 

Mr. Denman. Yes. 

Mr. Srgee. You referred this morning to your conference with 
the British representatives. Were there any other persons present 
at that conference outside of those you mentioned ? 

Mr. Denman. There was only one conference in which all those 
persons were present. Afterwards they broke up into subordinate 
committees, and, say, we dealt with them from time to time. We 
would have an appomtment with Sir Richard at such and such a 
time and with Mr. Cannap Guthrie, one of their assistants, at another 
time 

Mr, STEELE (interposing). Were any congressional representatives 
_ present at that time ? 

Mr. Denman. No; and a very interesting thing about that aper I 
presented this morning was that it was ae) and handed me by 
the State Department without our collaborating in its preparation, 
although it outlined the activities we were to engage in as conferees. 

Mr. SrEeLe. Well, did you hold conferences with congressional 
representatives with reference to the policies of the Shipping Board % 

Mr. Denman. Yes; particularly with the Senator from your State. 
I presume that I received as much assistance from Senator Knox as 
from anybody here in the Congress. I had much advice from him 
on international questions I have spoken of, and there were others. 
It.would be difficult to have an international conference with these 
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eee heer gentlemen and the British commissioners, because we 
would slide off into technical questions very quickly. 

Mr. Sreee. The bell is ringing for a vote in the House, and I have 
only one question or two in addition. On yesterday you stated that 
the great difficulty with a merchant marine policy on the part of the 
Government would be the supplying of shipping brains. What did 
you do to meet that difficulty ? 

Mr. Denman. I meant the percentage of able shipping men to 
the whole population. Our competitor’s is very much larger. I am 
very glad you asked me that, because I saw the report in the papers 
that took a part of my statement but not the whole of it. Our ship- 
ping men have ability and brains, but there are not many of them. 
Commerce on the sea is as important,if not more important, at the 
delivery end than at its initial end. It is your agent abroad, your 
house and its connections, that very largely determine your foreign 
commerce, or should, because the American method has been what 
the shipping men call f. 0. b. ship selling on this side and let the 
other fellow do the distributing. Now, we have been behind other 
nations in developing our foreign agencies. One of the instrumen- 
talities of holding trade, to the foreigner and our competitors, is 
through their ships. Knowledge is gamed of the foreign business of 
the United States by studying manifests and shippmg documents on 
these competition ships, all of which can be gathered together and 
brought to a central intelligence and given to the merchants of these 
other nations. 

Now, in the years preceding the war we had a few American 
shipping companies, and had not developed our American foreign 
agencies. In consequence, our competitor’s agents, the adminis- 
trators in America for foreign lines and houses, constitute the bulk 
of what I call ship brains in this country. The men who knew the 
trade and the carriage end of it were largely foreigners. In that 
personnel we Americans have been lamentably short as compared 
to our competitors in ocean carriage and ocean commerce. In so 
far as the stimulation of the number of persons engaged in trans- 
portations, of Americans, increases the number of persons that have 
that capacity we are adding to our national assets in international 
commerce and international transportation. That is what I had 
in mind. 

Mr. Srrete. That, of course, is a matter of experience and 
education ? 

Mr. Denman. It must be. 

Mr. Steete. And that is a matter of slow development, isn’t it? 

Mr. Denman. Ordinarily. But Germany, you will recall, adopted 
an intensive process for developing that. Just as they concen- 
trated on their military affairs, they concentrated on that, and by 
a system of foreign financing and other help they forged ahead 
very fast. German competition in the commerce of the world— 
which they claim was the cause of the war—was a national project; 
the Government, the great banking syndicates, the shipping syndi- 
cates, the system of German cartel, all flowed out of a centralized 
governmental policy. A man in Germany could start the manu- 

acture of a certain article under government aid in an interior 
German city and receive governmental cooperation in railway and 
ship transportation clear up to the financing of the sale in, say, 
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Buenos Aires. You say it is a process of long growth, but they 
developed it very rapidly, so rapidly that it disturbed the interna- 
tional Malan of trade and, as they say, was the cause of the war. 

Mr. SrerLe. When you say rapidly, within what time did the 
Germans develop it? 

Mr. Denman. I think the period of its greatest development was 
the last few years prior to the war. 

Mr. Srrete. One of the criticisms of the operations of the Ship- 
ping Board was that frequently ships with full cargo on the trips 
abroad returned without any. Is that due to the condition you 
mention ? 

Mr. Denman. I think in part it is attributable to that. But I 
understand in some cases ship operators, operating ships for the 
Government, were men who were operating their own ships and 
Government ships side by side. Naturally they had their stock- 
holders pressing on them, and there may have been some influence 
of that kind that caused them to fill the holds of private ships more 
nearly full than in the case of Government-owned ships. But I 
think in the main it is our weakness in the foreign fields that causes 
this condition. 

I was speaking of Mr. Schwerin yesterday. I was familiar with 
the strain that Mr. Schwerin was under i years in maintain- 
ing the Asiatic coast offices of the Pacific Mail Steamship Co. Mr. 
Schwerin was in bad with Congress; some did not like him here; 
but so far as the international conflict on the seas was concerned 
he was one of the strongest men the United States had. He strove 
with great zeal and great energy to maintain what I call the out- 
lie of our trade, and was in bitter competition there with the 

apanese, the English, and the Germans. Rosseter has continued it. 

Mr. Steere. In your judgment, if our marine policy is to be made 
a success something of that kind must be done? 

Mr. Denman. Shipping must go hand in hand with business, and 
the Government must help. 

The Caarrman. Just a couple of questions that I think you can 
answer yes or no, as the bell has rung asecond time. Did you receive 
any compensation from the Government or anybody else for the 
Mile cae of those extraneous duties which were committed to 
you? 

Mr. Denman. Oh, no, sir. 

The CuarrMan. Those various conferences which you held with 
shipbuilders and ship operators at that time, during your administra- 
tion, were they not practically unanimous in opposition to the wooden- 
ship construction program that you were undertaking ? 

Mr. Denman. Oh, no. On the contrary, Gen. Goethals and my 
wooden-ship program was very highly and very generally indorsed. 
For instance, Mr. Corey, the steel manufacturer, wrote a letter—— 

The CuarrMan (interposing). No; by those ship builders and opera- 
tors that made up the advisory board with whom you consulted and 
you spoke of on yesterday; were they not practically unanimous 


against the wooden-ship program ? 


a Denman. Practically every man who knew anything about 
the use 
The CHAIRMAN (interposing). No; I mean this : 
Mr. Denman (continuing). I must include them in my answer, Mr. 
Chairman—was opposed to building wooden ships except for the 
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emergency. Now, as to the men you are speaking of, the question 
came up to them in the year 1918, after the big push back 

The CuarrMAN (interposing). No; I am asking you this: You said 
you had an advisory committee that you consulted with while you 
were chairman of the board, and that you discussed various questions. 
with them. I am inquiring if those men on that committee were not 
advising you against the building of wooden ships or of undertaking it ¢ 

Mr. Denman. Yes, all; except for the emergency. 

Me CHAIRMAN. They were in favor of it for the emergency, you 
mean ? 

Mr. Denman. Some were, and some not even that. Some of them 
did not know anything about wooden ships. I probably knew more 
about pine and fir wooden-ship construction than any of them. The 
ship control committee of which Mr. Franklin was chairman advised 
Mr. Schwab to continue the project in April, 1918. 

The CuarrMaN. In your organization, either in the Shipping Board 
or the Fleet Corporation, outside of Gen. Goethals, did you have any 
man, in any subordinate position, who had had practical experience 
in either wood or steel shipbuilding ? 

Mr. DenmAN. Well, on the Pacific coast I procured the appoint- 
ment of Capt. Pillsbury, who was familiar with both types of construc- 
tion. The fact is I may say for my own personnel, thode men stuck 
throughout the war. 

The CuainMAN. Anybody else? 

Mr. Denman. Who he chose as his wooden-ship administrators 1 
do not recall. 

The CuarrMan. No; I mean anybody you selected. Did you 
select any practical man outside of Capt. Pillsbury ? 

Mr. Denman. I asked Mr. Hough to come from the coast. 

The CuarrMaNn. Did you select Commander Ferris? 

Mr. Denman. No; I had nothing to do with that. He was a steel 
man. 

The CuarrMan. Well, I am talking about steel or wood ships. 
Did you personally select for any subordinate position, in the Fleet 
Corporation or in the Shipping Board, any person who had had 
practical experience in the construction of wood or steel ships, 
outside of Capt. Pillsbury? 

Mr. Denman. Capt. Pillsbury had charge of the Pacific coast work. 

The Cuarrman. Anybody else? 

Mr. Denman. Nobody else was selected by me. 

The CuarrMaNn. I think that is all, Mr. Denman. And the com- 
mittee will adjourn and resume after the Christmas holidays, at 
which time we expect to call some of the present officials of the 
Shipping Board. é 

{hsrednons at 12 o’clock and 20 minutes p. m., the committee 
adjourned to meet on the call of the chairman after the holidays.) 
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